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The Senate met at 9:30 a.m. and was Senator COVERDELL and Senator Mr. COVERDELL. Mr. President, |

called to order by the President pro
tempore [Mr. THURMOND].

PRAYER

The Chaplain, Dr. Lloyd John
QOgilvie, offered the following prayer:

Gracious, loving Father, You have
taught us to give thanks for all things,
to dread nothing but the loss of close-
ness with You, and to cast all our cares
on You. Set us free from timidity when
it comes to living the absolutes of Your
commandments and speaking with the
authority of Your truth. All around us
we see evidence of moral confusion.
People talk a great deal about values,
but many have lost their grip on Your
standards.

Help us to be people who live hon-
estly with integrity and trust-
worthiness. We want to be authentic
people rather than studied caricatures
of character. Free us from capricious
dissimulations, from covered duality,
from covert duplicity. Instead of ma-
nipulating others with power games,
help us motivate them with love. Grant
us the passion that comes from com-
mitting our lives to You, the idealism
that comes from understanding Your
guidance, and the inspiration that
comes from relying on Your spirit as
our only source of strength.

May this be a day for glorifying You
through all that we do. Through our
Lord and Saviour. Amen.

RECOGNITION OF THE ACTING
MAJORITY LEADER

The PRESIDENT pro tempore. The
able acting majority leader, the Sen-
ator from Georgia, is recognized.

SCHEDULE

Mr. COVERDELL. Mr. President, this
morning the Senate will proceed to
consideration of H.R. 2646, the A-plus
education bill, with the time until 10:30
a.m. being equally divided between

DAscHLE or his designee. Following the
debate time, the Senate will conduct a
cloture vote on the A-plus education
bill. Therefore, Members can anticipate
the first rollcall vote today at approxi-
mately 10:30 a.m. If cloture is not in-
voked, the Senate will proceed to a clo-
ture vote on a motion to proceed to the
Defense Authorization Act conference
report. Members can anticipate addi-
tional procedural votes on that meas-
ure.

In addition, the Senate may consider
the District of Columbia appropria-
tions bill, the Amtrak strike resolu-
tion, or any additional legislative or
executive items that can be cleared.

As a reminder to all Members, the
first rollcall vote this morning will
occur at 10:30 a.m.

RESERVATION OF LEADER TIME

The PRESIDING OFFICER (Mr.
KyL). Under the previous order, the
leadership time is reserved.

EDUCATION SAVINGS ACT FOR
PUBLIC AND PRIVATE SCHOOLS

The PRESIDING OFFICER. Under
the previous order, the Senate will now
resume consideration of H.R. 2646,
which the clerk will report.

The assistant legislative clerk read
as follows:

A bill (H.R. 2646) to amend the Internal
Revenue Code of 1986 to allow tax-free ex-
penditures from education individual retire-
ment accounts for elementary and secondary
school expenses, to increase the maximum
annual amount of contributions to such ac-
counts, and for other purposes.

The Senate resumed consideration of
the bill.

The PRESIDING OFFICER. The time
until 10:30 a.m. will be divided between
the Senator from Georgia [Mr.
COVERDELL] and the minority leader, or
his designee.

The Senator from Georgia.

rise on behalf of H.R. 2646, the A-plus
education bill. What has become known
as the A-plus account, or education
savings account, is a unique instru-
ment that is being designed to help
American families across the land to
deal with education deficiencies, par-
ticularly in grades K-12, kindergarten
through high school, although the ac-
count may be kept intact and used for
higher education if that is the desire of
the family.

Simply put, a family could save up to
$2,500 every year from the child’s birth
in a savings account much like an IRA
that most Americans have come to un-
derstand, a similar instrument. These
are after-tax dollars. The interest that
would build up each succeeding year
would not be taxed if the proceeds of
the account are used for virtually any
educational purpose. So it becomes a
tool that empowers parents to deal
with particular or peculiar deficiencies
of the child.

As a result, my own view is that the
value of these dollars could be as much
as three to five times a typical public
dollar being spent because the dollar is
being directed at the unique deficiency.

Let’s say, for example, the child had
a learning disability, or dyslexia, that
required special attention. The dollars
could be put right on that problem. Or
perhaps the child had a math defi-
ciency and it required a tutor, or there
was a transportation problem to deal
with an after-school program, or a
learning disability of some form. All of
these particular problems, broad dol-
lars cannot necessarily address, but
these savings accounts can. They can
go right to the deficiency.

A unique feature of the savings ac-
count is that the account can receive
contributions from sponsors. When you
do that, the imagination begins to
work at the different kinds of things
that could happen to help build this ac-
count up for this child. A corporation,
an employer, could be a contributor to
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these accounts. You can envision
matching circumstances, where an em-
ployer would say I'll put so much in
your children’s account if you’ll match
it. You can imagine a church becoming
involved in these types of accounts. |
can see a community—recently in At-
lanta we lost a law enforcement officer,
and people are often trying to find a
way to help the remaining family. |
can see communities stepping forward
in this case and establishing an ac-
count for the surviving children. So
community, employers, extended fam-
ily, brothers, uncles, neighbors, grand-
parents—all of these individuals could
become sponsors of these children’s ac-
counts.

As a result, a large infusion of en-

richment will occur to education in
America, one of the largest in 10
years—billions of dollars. The Joint

Committee on Taxation has advised us
that 14 million families will make use
of these accounts—14 million families.
A quick estimation there shows you
somewhere around 20 million-plus chil-
dren, approaching half of children in
America’s schools, will be beneficiaries
to some degree of these accounts.

It baffles me that some in the profes-
sional system, the National Education
Association, oppose this. They want to
believe and others to think that—I
think the line is that it only will help
wealthy people and that it will only
support religious schools. Both asser-
tions are utterly false.

I have been stunned by an organiza-
tion of this character being so mislead-
ing about a matter of public policy.
You would think that an organization
associated with schooling and role
modeling for young people could do a
little better job of being candid and
straightforward about their opposition.
It has had some effect, because many
people think the savings account is the
equivalent of a voucher. A voucher—
which | support; they don’t—but a
voucher is the redistribution of public
money. In other words, the money
raised from the public for taxes, prop-
erty taxes or the like, is given to the
family and they can move it to any
point they would like. That is a vouch-
er. This is a savings account. This is
not public money. This is private after-
tax money. And we are not taxing the
buildup.

Under their definition of public
money, | guess the capital gains tax re-
duction would be a voucher because we
have left money in someone’s checking
account and they can use it some way
they choose. But, in any event, the al-
legation is that it is for the wealthy
and that it supports religious schools.

Here are the facts. According to the
Joint Committee on Taxation, of the 14
million families that will use these ac-
counts, 10.8 million of them will be in
families whose children are in public
schools; 70 percent of the funds gen-
erated, this enrichment, this additional
effort and energy coming behind our
school system, private and voluntary,
will go to support public schools—70
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percent—and 30 percent to private
schools.

According to the Joint Committee on
Taxation, 70 percent of all these funds
will go to support children and families
earning $75,000 or less. It is means test-
ed. It is not for the wealthy. It has
sponsors, so that we can help those who
have a tough time organizing the ac-
counts, and the principal beneficiary
will be the public school system of
America and the families in it.

Mr. President, | yield at this time.

The PRESIDING OFFICER. The Sen-
ator from New York is recognized.

Mr. MOYNIHAN. Mr. President, let
me first congratulate my friend and
colleague on the thoughtfulness of his
remarks and the cogency of his argu-
ments. If | will now speak in opposi-
tion, it is first and foremost a proce-
dural opposition and jurisdictional one,
having to do with bills sent from the
House of Representatives and held at
the desk and not referred to the Com-
mittee on Finance.

Mr. COVERDELL. | appreciate that.

Mr. MOYNIHAN. And also having to
do with the season of the year.

Mr. COVERDELL. | appreciate the
general remarks.

Mr. MOYNIHAN. Mr. President, in an
op-ed article in the New York Times on
Tuesday, Richard Leone, who is the
president of the 20th Century Fund, an
eminent New York City institution, re-
marked, ‘‘Last week, the House of Rep-
resentatives took time out from beat-
ing up on the Internal Revenue Service
to approve a fresh tax loophole.”’

I have had occasion to comment that
on July 31, when we voted 92 to 8 to ap-
prove an 820-page addition to the Inter-
nal Revenue Code, the only copy of the
bill in this Chamber was in the posses-
sion of our most distinguished tax
counsel, Mr. Giordano.

Somewhat furtively, Members would
come up and ask if they could just
check whether their provision was in
the bill. We might have charged for
that service. We did not, in the public
spirit of the occasion. But it was no
way to legislate taxation.

In that spirit, | simply want to say
that neither, at this time and in this
manner, ought we to be approving a
new provision providing for expansion
of IRA’s that would cost us $4 billion
over 10 years. That is in addition to the
$38 billion in new IRA’s which we
passed on July 31. There was an edu-
cation IRA, and I am happy to say a
Roth IRA. Our distinguished chairman
is to have the satisfaction, | hope it is,
of seeing in bank windows around the
country, “Roth IRA available for pur-
chase,”” which people will be wise to do.

The tax legislation for this session of
the 105th Congress is concluded. We
will resume next year. | hope we don’t
resume with too much energy. It is a
fact that we impose upon the Internal
Revenue Service, and upon the citi-
zenry much more than the Internal
Revenue Service, incredibly complex
measures which defy assessment in so
many cases. And we do it while calling
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for the repeal of the Internal Revenue
Code and the abolition of the IRS.
Well, I can understand the calls that
issue from the House of Representa-
tives to abolish the IRS, because in-
creasingly its task is impossible. But
on the other hand, there is something
called the Nation and it does require
revenues. Even if they are reduced to
that elemental proposition of deliver-
ing the mail and defending the coasts,
that does require revenues. The choices
are for us many and we shouldn’t
complexify them to the point of plain
bafflement.

The President has said he will veto
this bill. Our President, in a letter to
our distinguished majority leader of
July 29, thanked the majority leader
and, by reference, the others of us in
conference on the Tax Relief Act of
1997, for the bipartisan way in which we
were putting that legislation together,
but he did say he would strongly op-
pose the measure of the Senator from
Georgia. So, accordingly, that was
taken out in conference in order for the
whole bill to be approved.

I ask unanimous consent that the
President’s letter be printed in the
RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

THE WHITE HOUSE,
Washington, July 29, 1997.
Hon. TRENT LOTT,
Majority Leader, U.S. Senate,
Washington, DC.

DEAR MR. LEADER: | want to again thank
you for working in a productive, bipartisan
manner to develop this bipartisan budget
agreement. | feel particularly good about the
strong education package that is included in
the tax bill. As you know, in working out the
final agreement, | strongly opposed the
Coverdell amendment. | would veto any tax
package that would undermine public edu-
cation by providing tax benefits for private
and parochial school expenses.

Sincerely,
BiLL CLINTON.

Mr. MOYNIHAN. | thank the Chair.

One further point. After a very great
deal of effort and not inconsiderable
amount of pain, we have brought the
Federal budget into balance. | stood
here in 1993, or rather my good friend,
now Ambassador to China, Mr. Sasser,
as chairman of the Budget Committee,
stood here and | stood there as chair-
man of the Finance Committee, and in
a very close and dramatic moment, we
got the required 51 votes to enact what
I have since acknowledged to be the
largest tax increase in history. But it
broke the back of the expectation that
we could never handle our finances,
that interest rates had to be high, the
inflation premium attendant on the
probability that we would end up mon-
etizing the debt because we couldn’t
pay for it. Monetizing is a term by
which you inflate the currency and
lower the cost of the debt.

We did it, and the deficit has gone
down. We have this most extraor-
dinary, unprecedented, somewhat dif-
ficult-to-comprehend situation of full
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employment, low inflation, low inter-
est rates, high productivity. Fuller em-
ployment than we ever thought was
compatible with the interest situation.
We are in a new economic setting, and
by March, I would think, the continued
revenues to the Treasury would be such
that the deficit will have disappeared.

We have talked about the deficit, not
always in the calmest tones, for a dec-
ade now. We finally balanced the budg-
et, and what do we suddenly see? More
and more proposals for cutting taxes
through one form or another, losing
revenue so we will get the deficit back
again.

Mr. President, the time is at hand, if
I may say, to use the deficit to reduce
the debt. We now spend almost as much
money on interest payments as we do
on defense. That is not a proportionate
set of values of interests, of priorities.
We ought to start reducing the debt.
For every dollar of public debt that we
reduce, we get $1 of private savings,
private investment, which, in turn, will
produce revenue, and on one hand, it
will reduce costs of interest payments,
and on the other hand, it will increase
revenue. We are short of savings. |
know the concern of the Senator from
Georgia is savings, but at this moment,
I would like to say we will take this up
next year. This has not been referred to
the Finance Committee. It is a House
measure held at the desk in the last
hours of the first session of the 105th
Congress. | hope that we will put it off
until next year when it will receive a
goodly consideration. | can’t say |
know this to be Chairman ROTH’S in-
tention, but | cannot doubt it is his in-
tention, such as it is his manner in all
these issues.

But to say again, the measure before
us would spend $4 billion over 10 years
to increase the contribution limit for
education IRA’s from $500 to $2,500 per
year, provide for tax-free build-up of
the earnings in such accounts, and tax-
free withdrawals for an array of ex-
penses relating to elementary and sec-
ondary education. The bill comes to
this floor directly from the House; it
has not been considered by the Finance
Committee.

With great respect to the sponsor of
the bill, the distinguished Senator
from Georgia, | do not believe the Sen-
ate should take up this legislation at
this time. It was just 3 months ago
that we passed the Taxpayer Relief Act
of 1997, which included a net tax cut of
$95 billion over 5 years and $275 billion
over 10 years. At a cost of $38 billion
over 10 years, that act created the edu-
cation IRA and the Roth IRA, and sig-
nificantly expanded existing IRA’s and
the tax benefits of State-sponsored pre-
paid college tuition plans. And now, we
are asked to expand those recent IRA
changes even further.

As well intentioned as this legisla-
tion is, surely there are many other
priorities that should take precedence
if we are serious about doing some-
thing for education. Priorities that
have been thoroughly considered in the
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Finance Committee and by the full
Senate. One such priority is the income
exclusion for employer-provided edu-
cational assistance, which is Section
127 of the Internal Revenue Code. It is
probably the single-most successful tax
incentive for education we have. In the
tax bill that emerged from the Finance
Committee in June, we made section
127 permanent and we applied it to
graduate school. Unfortunately, when
the tax bill came back from con-
ference, this provision was limited to a
3-year extension only for undergradu-
ates.

Proponents of the pending legislation
speak of a crisis in our elementary and
secondary schools. There is no more
compelling illustration of this than the
state of the infrastructure of these
schools. During the debate last summer
on the tax and spending legislation,
Senators CAROL MOSELEY-BRAUN and
BoB GRAHAM brought the issue of crum-
bling schools to our attention, and
they continue to be eager to address it.
If we feel we must spend $4 billion, why
not spend it to insure that schools have
heat this winter?

There are also tax policy concerns
with this bill. First, complexity. Even
as we hear ever louder calls to scrap
the code, we have before us a bill that
would create a maze of rules in at-
tempting to define what constitutes a
“qualified elementary and secondary
education expense.” The bill states
that qualified elementary and second-
ary school expenses include expenses
for tuition, computers, and transpor-
tation required for enrollment or at-
tendance at a K-12 institution, and for
home schooling. There is no further
definition. For example, would it be
possible to withdraw money from these
accounts to purchase the family car? |
don’t know, but you can’t find the an-
swer in the text of this bill.

Under the bill, the ability to contrib-
ute funds for elementary and secondary
education expenses is proposed to sun-
set after 2002. However, money contrib-
uted through 2002 could still be used for
such expenses. It will be up to the tax-
payer to track—and the IRS to exam-
ine—when funds were contributed, and
whether they can be used for only ele-
mentary and secondary education, only
higher education, or both.

The administration estimates that 70
percent of the benefits of the bill go to
the top 20 percent of income earners,
taxpayers with annual incomes above
$93,000. Tax benefits to taxpayers below
that level are estimated to be nominal.
If the proponents are truly concerned
about the middle class, the tax benefits
should be targeted there. In order to
accomplish this, the income Ilimits
that apply to this bill would have to be
lowered, and the ability to circumvent
those limits would have to be pre-
vented.

Mr. President, | appreciate the good
will of the sponsors of this legislation,
which we will be happy to consider in
the Finance Committee in the next
season. But please let us not take up a
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tax bill, of all things, in the final days
of this session. This is no time for this
tax bill or any other tax bill. But if our
friends in the majority insist on going
forward, | believe they will find that
Senators on this side—and doubtless on
their side, too—will be ready with
amendments by the dozens.

| thank the Chair and yield the floor.

I thank the Chair for his courtesy,
and | thank my friend.

Mr. COVERDELL
Chair.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. Mr. President, |
thank the Senator for his generous re-
marks addressed toward me at the ini-
tial opening of his statement. | appre-
ciate that very much.

I now yield up to 4 minutes to my
good colleague from Connecticut. |
want to just say that he, Senator
LIEBERMAN, has been at the forefront of
education reform for more years than
I. He is very dedicated to these propos-
als, and his support of this measure has
been personally and publicly appre-
ciated.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

Mr. LIEBERMAN. | thank the Chair
and thank my friend and colleague
from Georgia for his very kind com-
ments. May | say, with his leadership
on this issue, he has come right to the
forefront of the national movement for
education reform.

Let me say first, briefly, how grate-
ful 1 am, and | know the Senate across
party lines, for the bipartisan leader-
ship for the agreement that was
achieved yesterday on scheduling the
consideration by the Senate of cam-
paign finance reform, which is impor-
tant in its own right because of the sig-
nificance of that effort, but also impor-
tant because it frees us now to ap-
proach on the merits issues such as
this.

I am proud to be a cosponsor of this
Education Savings Act for Public and
Private Schools. It is a bipartisan co-
sponsorship, as will be clear from those
who speak on behalf of it.

Mr. President, it seems to me that of
all the challenges that we have before
us as we try to make this great coun-
try of ours even greater and spread the
opportunities beyond those who have
them best now, the most important
place we can invest is in education, the
education of our children.

As we look at the education system
in our country, | think we can say with
some pride that the system of higher
education is really doing quite well,
but that it is the elementary and sec-
ondary schools, in making sure that
our children get a good start on the
road to education and self-sufficiency,
that really need help.

There are a lot of good things hap-
pening in our public and private and
faith-based schools, but too many of
our kids are still being educated in
schools that are either in terrible
shape physically, schools in which

addressed the
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their personal security is threatened
by crime in the schools, or schools in
which there is not adequate teaching
and innovation going on.

This measure is a classic attempt to
create a partnership between the Gov-
ernment and families and businesses to
help people better educate their chil-
dren at the elementary and secondary
level. It is a tax incentive, a small one.
It is like dropping that pebble into the
lake, and it is going to create ripples
out for individual children and for our
society that I think will be dramatic.

I want to make just a few points.

This recommendation of these edu-
cational savings accounts builds ex-
actly on the higher education savings
accounts that we adopted just a few
months ago with broad bipartisan sup-
port. In that case, you could put $500
in. The income would be tax free, par-
ticularly if you took it out for years in
higher education. It had income limits
in it for means testing, if you will.

This proposal of ours takes that idea
and simply extends it to K-12 edu-
cation, with one big change—two, |
suppose. One is that you can put in not
just $500 but $2,500 in and others can in-
vest in those accounts—grandparents,
uncles, aunts, businesses. | wouldn’t be
surprised, if this is adopted, that labor
unions will begin to negotiate with
their employers to put matching con-
tributions into the savings accounts
for their kids.

The point | want to make is this. A
lot of anxiety and opposition has been
expressed about this proposal. It is the
same proposal that most of us voted for
enthusiastically just a few months ago
for higher education. So why is it so
frightening now and it was so much ac-
cepted before? Why was it middle-class-
tax relief then and it is now some sort
of giveaway to wealthy people?

I think if you focus on the merits of
this, understand what independent
analysis has told us that 70 percent of
those who will benefit from this will be
sending their Kkids to public school,
that it can be used not just for tuition
payments but for a broad array of sup-
port services—transportation, home
schooling, purchasing a computer, et
cetera.

This is the kind of program that
dreams are made of, that dreams are
realized from. Parents who are working
hard trying to find a better way for
their children will be able to put a lit-
tle money in these accounts or have
some relatives put some money in, or
convince the employer to put some
money in and make it easier for them
to take their children and put them in
the schools where they want them,
public or private or faith-based, or give
the kids the support they need to get
the better education.

I think this is a good proposal whose
time has come, and | am proud to be a
cosponsor. | thank Senator COVERDELL
for his leadership on this, and | yield
the floor.

The PRESIDING OFFICER (Mr.
BROWNBACK). The Senator from Geor-
gia.
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Mr. COVERDELL. Mr. President, |
appreciate very much the remarks of
the Senator from Connecticut. He has
made excellent points. This has already
been passed by 59 votes in the Senate.
It has been passed by the House. It is
an extension of a proposal that both
bodies overwhelmingly passed. 1 am
fearful that we are in the midst of a fil-
ibuster attempt by special interests to
block it, but we are going to stay at it,
filibuster or not.

I now yield up to 4 minutes to the
distinguished Senator from Colorado.

The PRESIDING OFFICER. The Sen-
ator from Colorado is recognized for up
to 4 minutes.

Mr. ALLARD. Thank you, Mr. Presi-
dent.

I thank the Senator from Georgia for
yielding. And | compliment him on his
leadership, particularly on educational
issues.

Today, | am here to encourage my
colleagues to support legislation which
will open doors of educational opportu-
nities to the parents and children
throughout our Nation. Education sav-
ings accounts are a sensible step to-
ward solving our education crisis in
America by allowing families to use
their own money—to use their own
money—to pay for their child’s edu-
cation needs.

This bill would empower parents with
financial tools to provide all the needs
they recognize in their children, needs
that teachers or administrators cannot
be trusted to address in the same way
that a parent can.

These accounts would provide fami-
lies the ability to save for extra fees
that they might incur, have to deal
with, when they are sending their chil-
dren to public schools, fees that may be
necessary to pay for computers or
maybe they want to go down and buy
their own computer to help with their
child’s education, maybe some tutoring
needs within the family, maybe they
need to prepare for the SAT.

Transportation costs could also be an
educational need, particularly in rural
areas, or maybe special circumstances
that would allow a family to consider
some private alternatives as opposed to
public education.

Handicapped children, for example, |
think could really benefit from this be-
cause they do have special needs. This
encourages the family of the handi-
capped to meet those special needs and
to pay the costs that they may incur
and still send them to a public school.

This kind of tax relief is especially
important for parents who are working
two jobs with no extra time to help
with homework or those who do not
feel adequate in their own knowledge
to tutor their children.

As parents, | know that my wife and
I were the best judges of our children’s
needs, and 1 am proud of the way they
have developed. As all parents realize, |
knew that | was in the best position to
address their needs. | would have wel-
comed an opportunity to accrue tax-
free interest to help pay for more op-
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portunities in the education of my chil-
dren. Far too many parents find that
their hopes to provide the best edu-
cation for their children are crushed as
they realize the costs involved in ac-
complishing this task.

Contrary to popular myth, 75 percent
of the children who would benefit from
this bill are public school students. The
new estimates released by the Joint
Tax Committee disprove the claim that
public school revenues would be re-
duced by what is referred to as the A-
plus accounts.

The Joint Tax Committee estimates
that by the year 2000, 14 million stu-
dents would be able to benefit from
this bill with 90 percent of those fami-
lies earning between $15,000 and $100,000
a year.

Mr. President, this is an important
piece of legislation. It empowers fami-
lies, and it empowers them to control
the education of their family and meet
their special needs. So | am absolutely
thrilled with the leadership that the
Senator from Georgia is showing in
this regard. If my time is running out,
I yield the remainder of my time back
to the Senator from Georgia.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. ROTH. Mr. President, the re-
spected historian and biographer,
David McCullough, recently reminded
us of the importance of education.
Quoting John  Adams, Professor
McCullough wrote: “Laws for the . . .
education of youth are so extremely
wise and useful that to a humane and
generous mind no expense for this pur-
pose would be thought extravagant.”

Today we consider a law that will go
a long way toward helping parents pro-
vide educational opportunities for their
children—a law that will benefit stu-
dents, whether they attend public
schools or private.

This bill, which is sponsored by our
distinguished colleague Senator
COVERDELL, and which has broad bipar-
tisan support, expands the education
savings IRA. It allows families to save
up to $2,500 a year, and to use this
money to pay for educational expenses
for their children attending school,
from kindergarten to 12th grade.

This, as John Adams would say, is a
wise bill. It is one that will go a long
way toward helping our families meet
the rising costs associated with school-
ing. It will go a long way toward help-
ing our children receive quality edu-
cations. And it will pay dividends to
America, itself, as these children—bet-
ter educated and more prepared—be-
come the parents, educators, scientists,
businessmen, and businesswomen of to-
morrow.

Not too long ago, the Finance Com-
mittee held hearings to look into the
rising costs associated with education,
and the pressure those costs place on
parents and families. What we found
was rather alarming. Today, parents
are under an enormous burden when it
comes to paying for education. And the
costs continue to rise.
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We designed the Taxpayer Relief Act
of 1997 to help parents and students off-
set some of these costs. For example:

We created an education savings IRA
to allow parents to save for higher edu-
cation.

We expanded the tax-deferred treat-
ment of State-sponsored prepaid tui-
tion plans.

We restored the tax deduction on stu-
dent loan interest.

And, we extended the tax-free treat-
ment of employer-provided educational
assistance.

Each of these measures will go a long
way toward helping our students and
their families handle the burden asso-
ciated with education. Personally, |
would have liked to see stronger meas-
ures in each of these areas. The Senate
version of the Taxpayer Relief Act ac-
tually contained stronger provisions,
and | introduced them as a separate
bill the very day that we passed the
Taxpayer Relief Act.

The legislation we’re considering
today—which Senator COVERDELL has
introduced in the Senate—is in keeping
with the spirit and emphasis of our ef-
forts. It expands the education savings
IRA that we passed in the Taxpayer
Relief Act of 1997. It allows the IRA to
be used to help families finance school-
related needs for their children begin-
ning in their kindergarten years and
covers them all the way through high
school. It raises the yearly contribu-
tion amount from $500 to $2,500.

It allows savings from the IRA to be
used for both public and private
schools. For example, money could be
withdrawn to pay for tuition, fees and
books for children attending private
school. It could also be withdrawn to
pay for computers, uniforms, instru-
ments, books, supplies, and other edu-
cational needs for children in public
schools. In addition, Mr. President,
this expanded IRA can be used for chil-
dren with special needs throughout
their lives.

This legislation does not engender a
public versus private debate. It is fair
and good for families and children who
elect either form of education. It is fo-
cused on middle-income families—
those who are most pinched by the ris-
ing costs of education. It provides
these families with the tools they need
to have the freedom to select which-
ever form of education they feel is best
for their children.

According to estimates by the Joint
Committee on Taxation, the vast ma-
jority of withdrawn funds from these
expanded IRAs will go for public school
children. Over 10 million families with
children in public schools will use
these educational savings accounts, as
opposed to a little over 2 million fami-
lies with children in private schools.
The expanded education savings IRA’s
are completely paid for, as revenue loss
will be fully offset by repealing an abu-
sive vacation and severance pay ac-
crual technique.

Again, Mr. President, this legislation
has strong bipartisan support. It is
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good for families, good for children,
and good for the future of America. It
builds on the foundation we set with
the Taxpayer Relief Act of 1997. It pro-
vides flexibility as well as opportunity,
and it is a necessary step toward pro-
viding parents with the tools and re-
sources they need to help their chil-
dren prepare for the future.

Mr. D’AMATO. Mr. President, | rise
in support of the A plus Education Sav-
ings Accounts Act which will provide
families—an estimated 14.3 million
families by 2002—with the opportunity
to save for their children’s education,
an investment by parents for their
children’s future.

Education savings accounts allow
parents, grandparents and scholarship
sponsors to contribute up to $2,500 a
year per child for an account that will
be used for a child’s education. The in-
terest accrued will be tax-free as long
as the funds are used to further the
best possible education for their chil-
dren.

The funds saved by parents must be
used for educational purposes—and can
include expenses for home computers,
tutoring for children with special needs
or tuition for a private school. The
money will be used in the most effi-
cient manner because it will be the
parents who make the decision on how
to use the money.

These education savings accounts
leave public resources in public schools
and let parents use their own money to
augment education for their most pre-
cious investment—their children.

This is a common sense approach—an
education reform that gives control
back to parents, improving education
for their children.

We must encourage parental involve-
ment in their child’s education, and
this is an excellent way to allow that
involvement, making the education
system more responsive to parents.

Ms. MOSELEY-BRAUN addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from lllinois.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, as a member of the Senate Fi-
nance Committee, | join Senator Moy-
NIHAN in his objection to this legisla-
tion on procedural grounds. As a mem-
ber of that committee, | can attest to
the fact that we have had no hearings
at all on this legislation. The issue has
not come up in committee. In fact, as
far as | know, there is no precedence
for bringing a House-passed tax bill to
the Senate floor without any commit-
tee consideration whatsoever, without
a single hearing or markup, and then
immediately subjecting that matter to
a vote to close off debate.

That is what this is about. If cloture
is invoked, it would limit the ability of
Senators, those on the Finance Com-
mittee and everybody else, for that
matter, to offer amendments. Members
of the Finance Committee, Members of
this body have not had an opportunity
to offer amendments, have not had an
opportunity to debate this matter, and
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this vote effectively will shut off that
debate.

I have filed two amendments to this
tax bill, both relating to the issue of
school repair and construction. Our
buildings, as many parents know, are
literally falling down around our chil-
dren. They certainly cannot learn in
those kinds of environments.

I know of other amendments that
have been filed relating to a variety of
issues touching on this legislation—all
amendments relevant to the consider-
ation of this tax bill—but, again, those
Senators who have offered those
amendments will not have the oppor-
tunity to offer their amendments if
cloture is invoked.

Mr. President, | think those reasons
should be enough for every Member of
this body to vote against cloture, be-
cause, if nothing else, this is supposed
to be a deliberative body, and we are
supposed to have the opportunity to
talk about ideas, to really fully explore
them, to talk about them in a public
way so that the people who listen to
these debates have a chance to know
what it is that we are voting on. But
this bill has not had that. In fact, what
it sets up is another set of tax expendi-
tures without any consideration of the
implications or the impacts of that ex-
penditure.

To use the term “‘tax expenditure’”—
for the average citizen, the words ‘‘tax
expenditure’” do not have a lot of reso-
nance, do not have a lot of meaning.

I want you to think about, for a mo-
ment, spending from two perspectives:
Spending out of the front door and
spending out of the backdoor.

Front-door spending includes appro-
priations, and everybody can relate to
those. You see it on a bill. Bills that we
pass, they say: We are going to spend
this much for that purpose or this
much for that purpose. The appropria-
tions spending, front-door spending, is
obvious. It is apparent. The public can
understand it. It is simple. Everybody
knows what the deal is, whether it is
spending for a bridge or somebody’s
boondoggle. Appropriations for front-
door spending is apparent and obvious
spending.

This plan we are considering today
goes in the other direction, of the non-
obvious spending for what is called tax
expenditures. We can debate tax ex-
penditures for a while, but the point is,
I call it backdoor spending because es-
sentially what it is is it is spending
that takes place when you carve out an
exception for somebody who otherwise
was paying taxes, where you say every-
body has to pay taxes, but as to this
little group here, taxes will not have to
be paid. So that then means that ev-
erybody else who is left has to make up
that little hole that is created. That is
what we mean by loopholes. That is
what we mean by tax expenditures.
And this is such a tax expenditure.
This is not only a tax expenditure, it is
$4 billion tax expenditure.

I would have thought at a minimum
we would have had a chance to have
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this up in committee and have had to
have witnesses testify on it and to have
at least amendments on this floor.
None of that has been made available
with regard to this bill.

There are times, Mr. President, when
tax expenditures really do make sense,
where we take the position that it
makes more sense to say, as to this
universe of people, this little group
should not have to pay taxes, this loop-
hole serves a legitimate function and it
is an efficient way to do or to effect
whatever policy it is that we are trying
to achieve. There are some times when
it is efficient.

So for a moment, for purposes of this
debate, let us take a look at the effi-
ciency of this tax expenditure, whether
or not the taxpayers who are going to
have to make up this $4 billion dif-
ference, whether or not they will get
the bang for their buck, whether or not
it makes sense for us to spend money
through the back door in this way.

The truth is that this plan will bene-
fit only the wealthy. According to the
Treasury Department, which has ana-
lyzed this proposed tax scheme and cal-
culated what are called its distribu-
tional effects—that is to say, who gets
the benefit of the tax benefit; what
kind of bang for the buck do you get
for this spending out of the back
door?—70 percent of the benefits in this
proposal would go to the top 20 percent
of the income scale, that is to say, fam-
ilies with annual incomes of at least
$93,222 would get the majority of the
benefits in this bill. Fully 84 percent of
the benefits would go to families mak-
ing more than $75,000 a year.

The poorest families in this country,
those in the bottom 20 percent of the
income scale, would receive 0.4 percent
of the benefits of this spending out of
the back door.

Let me say that again: 0.4 percent,
less than one-half of 1 percent, of the
benefits go to the 20 percent of the pop-
ulation of this country who have the
least money.

These bars on this chart here really
set this out. These are not my num-
bers. These are Department of the
Treasury’s numbers. Quite frankly, we
would have had a chance to debate this
had the bill come up through commit-
tee in the normal and ordinary course
of things. But since we did not get that
chance, we just were kind of surprised
with having to vote for cloture on this
bill today. We have not really had a
chance to thrash through these num-
bers.

But anyway, the Department of the
Treasury tells us that in this legisla-
tion, the lowest 20 percent, as you can
see, get the lowest amount out of this
legislation. The highest income people
get the highest amount. Families in
the highest income quintile would reap
$96 a year in benefits from this bill,
that is to say, families with incomes
over $93,000 a year. They would see $96
of benefits in an average year.

Those in the fourth quintile—those
earning more than $55,000 a year—
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would see only $32 in benefits in a
given year.

Families in the third income quin-
tile—those earning at least $33,000—
would get only $7 per year. So $7 for
the middle-class families earning be-
tween $33,000 and $55,000 a year—$7.

Families in the first and second in-
come quintiles—those earning less
than $33,000—would get virtually noth-
ing from this plan. And you can see
that on the chart.

So really what you wind up with is a
tax expenditure that creates a loop-
hole, backdoor spending that will bene-
fit rich people.

All of my colleagues who have had
doubts about—and we have debated in
other contexts the voucher plans, and
this and that and the other, and how to
approach education finance in these
times. We need to have that debate be-
cause there is no question but that we
have great challenges before us in
terms of the reform of schools and pro-
viding reform of the schools so that
this generation of children will have an
opportunity at least as great as the
last generation gave all of us in this
Chamber.

At the core, this debate is about what
kind of educational system are we
going to have. | was a product of the
Chicago public schools. I am proud to
say that, because the public schools in
Chicago gave me a quality education in
a time when my parents certainly
could not afford to send us to private
schools. They did, from time to time,
choose the private and the parochial
schools in the area. And | went to
Catholic school myself on a couple of
occasions.

But the fact is that the public
schools in my neighborhood were good
public schools. So it was a legitimate
set of choices. We had good public
schools, good Catholic schools, good
private schools. We could choose be-
tween good and good and good. So it
was just a matter of the nuances of the
educational opportunity that our par-
ents wanted to give us that made the
difference in their decisionmaking.

As we have gotten to this time, we
are really challenged by the fact that
there is not the kind of equal choice
among and between educational oppor-
tunities for these young people. Very
often—all too often—the public schools
are troubled. Everybody who has given
up on trying to fix public education, fix
the public schools, says, ““OK. Fine. To
heck with them. Let’s go create some-
thing else. Let’s go support something
else. Let’s go voucher out over here.
Let’s send our Kkids to the Catholic
schools. And let’'s go to the private
schools,”” or whatever.

They will come up with alternatives
as opposed to confronting and facing
what do we do about providing quality
public education to every child that
will allow every child the same oppor-
tunity, will allow every child a chance
to climb up the ladder of opportunity.
Because, after all, Mr. President, as |
think everybody is aware, the rungs on
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the ladder of opportunity in this coun-
try are crafted in the classroom. The
kind of education that a child gets not
only is important to that child as an
individual, but to our community as a
whole.

It just seems to me that we cannot
afford to lose a single child. We cannot
afford to triage our educational sys-
tem, cutting off the schools that have
to deal with the problem cases, that
have to deal with the poorest students,
and letting everybody else go out and
take advantage of tax loopholes to pro-
vide themselves education in another
venue altogether.

Mr. President, the distributional ef-
fects of this tax expenditure really are
easily explainable. Again, had we had a
chance to talk about this in commit-
tee, we would have had that kind of de-
bate. But to talk about why this works
out this way, if you think about it,
low- and moderate-income families,
people that make $33,000 a year are
having a hard enough time putting
food on the table for their families as
opposed to being able to just salt away
and save an additional $2,500 a year,
which is at the core of this proposal.

It should be apparent—maybe it
isn't—the contradiction in this pro-
posal. It calls itself ‘‘an education indi-
vidual retirement account.” The fact of
the matter is, retirement accounts are
supposed to be for people in their sun-
set years, money put away for retire-
ment when they can no longer work. If
you say we are going to use that vehi-
cle to let people use money for a lot of
other things, then you are, by defini-
tion, defeating the notion that people
will be able to save, put secure money
away, and let it build up so they can
retire on it.

This says, OK, we will use the vehicle
for the retirement account model to let
people save for private education. As-
suming for a moment that made sense,
again, what do you do when you have a
situation where the people who need it
the most get it the least? What do you
do when people who are making $33,000
a year who can’t salt away $2,500 a year
for this, who can’t build up the interest
in the accounts? That is an important
part of this—who can’t build up the in-
terest in these accounts. What happens
to them in this situation? They wind
up being left out in the cold.

If we are thinking about the bang for
the buck for tax expenditures, this
backdoor set of expenditures, it seems
to me, it is the taxpayers who are
going to be called on to help make up
the difference with the loophole we
have created, and they will get the
least from it.

Mr. President, there is another whole
set of issues in this bill that, again,
had we been able to talk about it in
committee we could have gone further
in understanding the meaning of the
actual language of the legislation. The
bill defines ‘“‘qualified elementary and
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secondary education expenses’ as ‘‘tui-
tion, fees, tutoring, special needs serv-
ices, books, supplies, computer equip-
ment . . . and other equipment, trans-
portation, and supplementary expenses
required for the enrollment or attend-
ance of the designated beneficiary of
the trust at a public, private or reli-
gious school.””

In addition, the bill provides a ‘““Spe-
cial rule for home schooling’ so any of
the above expenses qualify if the child
is home schooled.

I just read it off, and | have the
words in front of me, what does any of
this mean? What does ‘“‘required trans-
portation expenses for home schooled
child” mean? If you are staying at
home, do you still get a transportation
deduction? Does that mean a new car
for mom and dad? What does that
mean? We don’t have enough informa-
tion to make decisions about the $4 bil-
lion expenditure without having debate
in this committee.

Now, given the broad nature of the
language of the bill, the possibilities
for abuse are almost limitless, except
for one caveat: The ability to use these
provisions and reap the benefits of this
broad statute would be restricted,
again, almost exclusively to the
wealthiest Americans.

Now, it is OK to say we want to give
rich people tax cuts. If that is the argu-
ment, that is fine. But it seems to me
it is not altogether appropriate to
dress it up and say that we are doing
this for the poor children of America
when, in fact, this is a tax subsidy for
wealthy people. And they just got a tax
cut. It would be different if they had
not just gotten a tax cut.

An argument in the Finance Commit-
tee with the last bill—which 1 sup-
ported, the tax bill—was that we were
cutting taxes at that time in ways that
would benefit the wealthiest Ameri-
cans. There are some people in the
committee that didn’t have a problem
with that, who said the wealthiest
Americans pay the most in taxes, they
should get the most back. If that is the
argument, that is fine. But it seems to
me somebody ought to say that. The
people ought to say that instead of
wrapping it up in “‘education reform
terms’ when, in fact, the goal of edu-
cational reform, of saving our school
system, will not be achieved.

I have other specific concerns with
this legislation.

The bill attempts to limit the avail-
ability of these educational savings ac-
counts to single-filers with annual in-
comes below $95,000, and joint-filers
with annual incomes below $160,000.
During the Ways and Means markup,
however, the question was asked
whether a wealthy taxpayer could
avoid this limitation by making a gift
to the taxpayer’s child, who would then
make the contribution to the edu-
cation savings account. According to
the staff of the Joint Committee on
Taxation, the bill would permit such a
shell game, as long as the child earned
less than $95,000. They described the in-
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come limitations on the education sav-
ings accounts as ‘‘porous.”

Mr. President, in addition to benefit-
ting only the wealthy and being writ-
ten in such as way as to be virtually
unadministrable, there is yet another
problem with this bill which leads me
to believe we are considering this bill
mostly for symbolic reasons. In order
to meet the revenue figures required by
the offset that has been chosen, the bill
only allows contributions to be made
to the new education IRA’s for elemen-
tary and secondary education for the
next 5 years.

Mr. President, the purpose of IRA’s is
to encourage long-term savings. The
proposal before us today makes a
mockery of this concept, by allowing
contributions for only a 5-year period.
In so doing, it also creates a situation
where everyone who puts money into
these accounts will need to hire ac-
countants to figure out what they are
allowed to do and how much they are
allowed to various education and edu-
cation-related activities.

The bill allows contributions of up to
$2,500 for the first 5 years. These con-
tributions, and the interest earned on
these contributions, could then be
withdrawn at any time to meet certain
education expenses from kindergarten
through college. After the first 5 years,
however, the bill limits contributions
to $500. These contributions, and the
interest earned on these contributions,
could then be withdrawn only to meet
certain higher education expenses.
Over a long period of time, the bill thus
creates a situation where some amount
of the interest that has accumulated in
the accounts could be withdrawn for
one purpose, while other interest that
has accumulated concurrently could
only be withdrawn for another purpose.
To say that these accounts would be
difficult to manage is an understate-
ment.

Let me say this in closing, | encour-
age my colleagues to redirect this re-
treat from quality public education in
this country. There is no question but
that we have to reform the public
school system. There is no question but
that the Federal Government certainly
needs to do more in terms of support-
ing elementary and secondary edu-
cation. We are right now paying less
than 6 percent of the cost of the public
schools in this country, which is not
fair. It is not fair to property tax-
payers. It is not fair to local taxpayers.
In the main, education funding comes
out of the local property taxes all over
this country. If you ask anybody what
is the tax they hate the most, it is
their local property taxes.

We are, for all intents and purposes,
tying the ability to fund the schools to
people who have fixed incomes and who
really don’t have the ability to pay
more in property taxes. That is one of
the reasons why the schools are trou-
bled, frankly, in so many areas of this
country. Those communities that have
the least property taxes, that have the
least ability to expand in that regard,
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have the most troubled schools. Why?
Because you have tied education to
fixed incomes or to declining tax bases.

We have a General Accounting Office
study, in fact, that shows that the
poorest areas in the country make the
most tax effort to try to pay for their
schools. It seems to me, Mr. President,
that with all these issues to take up
and with all of the challenges to reform
public education so that every child in
America can access a quality edu-
cation, we ought to do that in the con-
text of having open debate, not trying
to shut off debate on something that,
again, effectively only helps the
wealthiest Americans.

I urge my colleagues to reject this re-
treat from public education, to reject
this retreat from education reform, to
oppose this measure, and to vote
against cloture.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. | understand the
leadership on the other side and the
NEA are endeavoring to filibuster this
proposal, but they will not succeed in
the long run. This is going to happen.

I do want to respond quickly to sev-
eral of the remarks of the Senator from
Illinois. First, the figures from the
Treasury Department have been ridi-
culed and rejected. They have abso-
lutely no credibility. That is the same
formula they used to try to discredit
the other tax relief. They used imputed
income —if you rent your house, that
sort of thing.

The Joint Committee on Taxation
says 75 percent of all these proceeds
will go to people making $75,000 or less.

Ms. MOSELEY-BRAUN. Will the Sen-
ator yield?

Mr. COVERDELL. | cannot yield be-
cause of the time. | know the Senator
will appreciate that.

I also want to point out that the for-
mula that governs this account is the
same one the Senator from Illinois
voted for in the tax relief plan when
the IRA saving account was set up for
higher education. It is identical. The
Senator from Illinois has already voted
for this account. The distribution of
the moneys is identical. In those ac-
counts, like these accounts, 70 percent
of it will go to families earning $75,000
or less.

The Senate and House have already
expressed themselves on it. It is means
tested. It is the same formula your
President and my President requested
be put in place. The same one that gov-
erns those accounts, you and | both
voted for, as did the vast majority. It is
the same formula on this account.

Now, the Senator has suggested this
is something new. This is an IRA. They
have been here for 17 years. The Senate
already cast 59 votes for this account
in the tax relief proposal. The House
has passed it. This is not some new
idea, snaking through the Halls of Con-
gress. We have been dealing with IRA’s
for almost two decades.

The last point I make, and | under-
stand the misunderstanding because of
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some of the administration views, |
want to remind the Senator that 70
percent of all these new resources
which would supplement education will
go to students in public schools. Public
schools are going to be the big winner
here. And 10.8 million families with
children in public schools will use
these accounts—so there will be an en-
richment of the public school system—
of the 14 million, so that means less

than 3 million will be in private
schools.
CLOTURE MOTION
Mr. COVERDELL. Mr. President, |

now send a cloture motion to the desk
to H.R. 2646.

The PRESIDING OFFICER. The clo-
ture motion having been presented
under rule XXII, the Chair directs the
clerk to read the motion.

The legislative clerk read as follows:

CLOTURE MOTION

We, the undersigned Senators, in accord-
ance with the provisions of rule XXII of the
Standing Rules of the Senate, do hereby
move to bring to a close debate on H.R. 2646,
the Education Savings Act for Public and
Private Schools:

Trent Lott, Paul Coverdell, Robert F.
Bennett, Pat Roberts, Strom Thur-
mond, Gordon H. Smith, Bill Frist,
Mike DeWine, Larry E. Craig, Don
Nickles, Connie Mack, Jeff Sessions,
Conrad Burns, Lauch Faircloth, Thad
Cochran, and Wayne Allard.

Mr. COVERDELL. | yield the balance
of my time to the distinguished col-
league from New Jersey.

Mr. TORRICELLI. | thank the Sen-
ator from Georgia, Senator COVERDELL,
for yielding time to me. I am very
proud to join with him in offering this
proposal today.

Mr. President, | think there is a
growing awareness in our country that
the status quo in education is no
longer good enough, that there is a
need for fundamental reform in the fi-
nancing and the standards and our ap-
proach to educating our children in the
grade school and high school levels.

This legislation offers the promise of
a new beginning in how we approach
educational reform. In a time of lim-
ited budgets, as we seek to balance the
Federal budget, we are marshaling pri-
vate resources. At a time when families
have been separated from the challenge
of educating their own children, we are
challenging families to get involved
again. At a time when some are fight-
ing between private education and pub-
lic education, we seek to help both.

Senator CoVvERDELL and | do this in
what | think is an imaginative ap-
proach, what really is no more than an
extension of what President Clinton
proposed to do and achieve with his
HOPE scholarships for colleges, we do
for high schools and grade schools.

We do it in the following fashion: It
is a challenge to all families of middle-
income status—$95,000 and below. From
the time of the birth of your child, you,
uncles, aunts, grandparents, can put
into a tax-free account, $10, $20, $100 a
month, put money aside to prepare for
the education of your child. In private
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school, parochial school, if you choose
a yeshiva, or in public schools—indeed,
the Joint Tax Committee has esti-
mated 70 percent of this money will go
for public school students—by allowing
families to plan, recognizing that a
public school education, is no longer a
matter of 8:30 in the morning to 3
o’clock in the afternoon with just a
teacher. The whole family has to get
involved.

Use this money to buy a home com-
puter, pay for transportation after
school so a student can get tutoring,
extracurricular activities, or hire a
public school teacher after school or on
weekends to get involved in tutoring.
It is the marshaling of family re-
sources, family involvement, to help
either complement that public edu-
cation or allow for a private education.

Now, the question becomes, is it
wrong to even use these private re-
sources to help with a private edu-
cation? Unlike Senator COVERDELL, |
have, through the years, opposed the
use of vouchers, because | thought it
was a diversion of public resources at a
time when the public schools cannot
afford the loss of resources. | had con-
stitutional reservations. On vouchers,
we can all differ. This is not a voucher.
There is not a constitutional issue be-
cause this is private money, not Gov-
ernment money. There is not an issue
of compromising current resources for
public education because this is private
money, and it is new money. Not a sin-
gle dollar is lost from the public
schools by the use of these IRA’s. But
is it needed? For those who do not want
to address the problem of private edu-
cation, does it really help the 90 per-
cent of American students who go to
public schools? Absolutely. President
Clinton has put a challenge down to
the country: By the year 2000, every
American school should be on line. But
American students do their homework
and research at home. Seventy percent
of American students do not have a
computer in the home. Eighty-five per-
cent of black and Hispanic students do
not have a computer at home. Under
Mr. CoVERDELL’s proposal, that would
be allowed from these accounts.

Mr. President, | thank the Senator
for yielding the time. I am very proud
to join with him in offering the A-plus
accounts.

| yield the floor.

The PRESIDING OFFICER. All time
has expired.

CLOTURE MOTION

The PRESIDING OFFICER. Under
the previous order, the clerk will re-
port the motion to invoke cloture on
H.R. 2646.

The legislative clerk read as follows:

CLOTURE MOTION

We, the undersigned Senators, in accord-
ance with the provisions of rule XXII of the
Standing Rules of the Senate, do hereby
move to bring to a close debate on H.R. 2646,
the Education Savings Act for Public and
Private Schools.

Trent Lott, Paul Coverdell, Robert F.
Bennett, Pat Roberts, Strom Thur-
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mond, Gordon H. Smith, Bill Frist,
Mike DeWine, Larry E. Craig, Don
Nickles, Connie Mack, Jeff Sessions,
Conrad Burns, Lauch Faircloth, Thad
Cochran, and Wayne Allard.
CALL OF THE ROLL
The PRESIDING OFFICER. By unan-

imous consent, the quorum call has
been waived.
VOTE
The PRESIDING OFFICER. The

question is, Is it the sense of the Sen-
ate that debate on H.R. 2646, the A-plus
education bill, shall be brought to a
close?

The yeas and nays are required under
the rule, and the clerk will call the
roll.

The legislative clerk called the roll.

Mr. FORD. | announce that the Sen-
ator from Montana [Mr. BAucus], the
Senator from West Virginia [Mr.
ROCKEFELLER], and the Senator from
Minnesota [Mr. WELLSTONE] are nec-
essarily absent.

I further announce that, if present
and voting, the Senator from Min-
nesota [Mr. WELLSTONE] would vote
“no.”

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 56,
nays 41, as follows:

[Rollcall Vote No. 288 Leg.]

YEAS—56
Abraham Gorton McConnell
Allard Gramm Murkowski
Ashcroft Grams Nickles
Bennett Grassley Roberts
Bond Gregg Roth
Brownback Hagel Santorum
Burns Hatch Sessions
Campbell Helms Shelby
Coats Hutchinson Smith (NH)
Cochran Hutchison Smith (OR)
Collins Inhofe Snowe
Coverdell Jeffords Specter
Craig Kempthorne Stevens
D’Amato Kyl Thomas
DeWine Lieberman Thompson
Domenici Lott Thurmond
Enzi Lugar Torricelli
Faircloth Mack Warner
Frist McCain

NAYS—41
Akaka Durbin Landrieu
Biden Feingold Lautenberg
Bingaman Feinstein Leahy
Boxer Ford Levin
Breaux Glenn Mikulski
Bryan Graham Moseley-Braun
Bumpers Harkin Moynihan
Byrd Hollings Murray
Chafee Inouye Reed
Cleland Johnson Reid
Conrad Kennedy Robb
Daschle Kerrey Sarbanes
Dodd Kerry Wyden
Dorgan Kohl

NOT VOTING—3

Baucus Rockefeller Wellstone

The PRESIDING OFFICER. On this
vote, the yeas are 56, the nays are 41.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.

Mr. MOYNIHAN. Mr. President, |
move to reconsider the vote by which
the motion was rejected.

Mr. LOTT. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.
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Mr. LOTT. Mr. President, | suggest
the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. LOTT. Mr. President, | ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LOTT. Mr. President, | ask unan-
imous consent that | be able to proceed
for 5 minutes notwithstanding rule
XXII.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The

ORDER OF PROCEDURE

Mr. LOTT. | do this, Mr. President,
just so that Senator DASCHLE and | can
explain what is transpiring.

As you know, we are prepared now to
go to the cloture vote on the DOD au-
thorization conference report. How-
ever, the interested parties on both
sides of the aisle and on both sides of
the issue involved, regarding the de-
pots, wanted a few minutes to talk
about what would be the situation be-
yond this, and so there are a lot of con-
versations going on now in the back of
the Chamber. | would like to give them
a few more minutes to discuss the var-
ious options. As soon as we then call
off the quorum call, we would proceed
to a cloture vote.

It is my thinking that we would
probably go to this cloture vote, but it
is going to be a few more minutes be-
fore we can actually proceed to that
vote. But we will not let it languish
very long. The interested parties asked
for a few minutes to talk. That is what
we are doing. | realize Members have
other commitments. But we will, prob-
ably within the next 15 or 20 minutes,
have some final decision, and then we
will know whether we will have a vote
on cloture at that point or not.

Mr. THURMOND. Mr. President, in a
few moments, the Senate will vote to
invoke cloture on the Defense author-
ization bill for fiscal year 1998. As all of
you know, we have had a difficult time
getting to this point. After months of
negotiating on the depot maintenance
issue, we finally achieved a break-
through when those Members of Con-
gress who have depots agreed to a com-
promise heretofore believed to be
unachievable.

Those Members who have depots gave
up on issues extremely important to
them substantively and politically. At
that time, those of us who had worked
over many months to achieve such a
compromise believed that we could fi-
nally put this very divisive issue be-
hind us. It was simply unthinkable to
us that after those with depots had
come so far toward the other side’s po-
sition that the Senators from Texas
and California would oppose this com-
promise. They have always said they
only wanted the opportunity to com-
pete. This compromise gives them that
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opportunity on what the Armed Serv-
ices Committee believes is clearly a
level playing field.

All 18 members of the Armed Serv-
ices Committee have signed this con-
ference report indicating their support
of the compromise. The ranking mem-
ber of the committee, Senator LEVIN,
supported the Senators from Texas and
California up to the point when this
compromise was negotiated. He and his
staff were totally involved in drafting
and negotiating the compromise. Sen-
ator LEVIN and | join in total support
of this compromise which is fair and
equitable to all parties.

This bill is important to the young
men and women who serve in our mili-
tary forces. The bill includes pay raises
and increases to special incentive pay
including vital aviator bonuses. Provi-
sions in this bill affect every aspect of
our national defense including quality
of life initiatives, modernization, and
readiness. | remind all Senators that
all military construction projects re-
quire an authorization as well as an ap-
propriation and cannot be executed
without this bill.

All members of the committee sup-
port this bill. The House has already
passed it by a veto-proof majority of
286 to 123. The leaders of the Defense
Department have indicated that they
can make this compromise work and
that they need this bill passed. It is
hard for me to believe that any Sen-
ator would oppose and delay the entire
Defense authorization bill at a time
when American troops are deployed in
Bosnia and trouble appears to be brew-
ing again in the Middle East.

I strongly encourage all Senators to
vote to invoke cloture on this bill. We
must send a strong signal to the White
House to demonstrate to the President
that this bill which is so important to
our national security should be passed
now. | also ask the support of all Sen-
ators to defeat any further attempts to
delay this bill. Show the young men
and women in uniform serving our Na-
tion around the world that we are
strongly behind them.

I yield the floor. | observe the ab-
sence of a quorum, Mr. President.

The PRESIDING OFFICER.
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. DASCHLE. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr. BEN-
NETT). Is there objection?

Without objection, it is so ordered.

Mr. DASCHLE. Mr. President, | move
to waive rule XXII to use a couple min-
utes of my leader time.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The

EDUCATION SAVINGS ACT FOR
PUBLIC AND PRIVATE SCHOOLS

Mr. DASCHLE. Mr. President, |
thought | would just take a moment
while we were negotiating here on the
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next vote and our schedule, to com-
ment briefly on the cloture vote that
we have just taken. It is clear that
within our caucus there are varying po-
sitions with regard to the Coverdell
bill. Obviously, it is our desire to ac-
commodate all of our colleagues as we
attempt to work through those posi-
tions, for we recognize the importance
of a good debate about the issue.

The bill, as we all know, was brought
to the floor in an unusual set of cir-
cumstances. It passed the House and
was not sent to the Finance Committee
as most tax legislation is. It was sent
directly to the desk and pulled from
the desk for consideration. And a clo-
ture motion was filed immediately,
precluding Senators’ rights to offer
amendments, including relevant
amendments. So it was on the basis of
procedure, and our inability to offer
amendments, that many of my col-
leagues have chosen to oppose cloture
this morning.

It is my hope that we can work with
our colleagues to come up with an
agreement that will allow the consider-
ation of amendments. Democrats need
to protect their rights to offer amend-
ments regardless of the legislation, but
especially on matters relating to tax
matters. And that is, in essence, the
concern that we express in our opposi-
tion to cloture this morning. Let’s
have a good debate. Let’s offer amend-
ments. Let’s have an opportunity to
consider alternatives. But let’s ensure
that the normal process, the regular
order, is adhered to as we take up mat-
ters of this import.

So that is, in essence, the situation
we find ourselves in this morning. On
the basis of procedure, given our inabil-
ity to offer amendments to the bill,
many of our colleagues found it nec-
essary to oppose cloture. It is my hope
that over the course of the next couple
of days we can come to some resolution
with regard to amendments and there-
fore have the kind of debate we should
have—the opportunity to discuss this
issue and consider the bill in more de-
tail. | believe that ultimately we can
resolve this impasse.

I thank Senators for giving me the
opportunity to provide that expla-
nation. | yield the floor and suggest
the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LOTT. Mr. President, | ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LOTT. | think we are ready to go
with the regular order.

The

CLOTURE MOTION
The PRESIDING OFFICER. By unan-
imous consent, pursuant to rule XXIlI,
the Chair lays before the Senate the
pending cloture motion, which the
clerk will report.
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The assistant legislative clerk read
as follows:

CLOTURE MOTION

We, the undersigned Senators, in accord-
ance with the provisions of rule XXII of the
Standing Rules of the Senate, do hereby
move to bring to a close debate on the mo-
tion to proceed to the conference report to
accompany H.R. 1119, the National Defense
Authorization Act:

Trent Lott, Strom Thurmond, Wayne Al-
lard, Pat Roberts, Judd Gregg, Robert
F. Bennett, Rod Grams, Spencer Abra-
ham, Don Nickles, John Ashcroft, Rick
Santorum, Tim Hutchinson, Paul
Coverdell, Bob Smith, James Inhofe,
Chuck Hagel, and John Warner.

VOTE

The PRESIDING OFFICER. The
question is, Is it the sense of the Sen-
ate that debate on the motion to pro-
ceed to the conference report to accom-
pany H.R. 1119, the National Defense
Authorization Act, shall be brought to
a close?

The yeas and nays are required. The
clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. | announce that the
Senator from Florida [Mr. MAcK] and
the Senator from Arizona [Mr. McCAIN]
are necessarily absent.

Mr. FORD. | announce that the Sen-
ator from Montana [Mr. Baucus], the
Senator from West Virginia [Mr.
ROCKEFELLER], and the Senator from
Minnesota [Mr. WELLSTONE] are nec-
essarily absent.

I further announce that, if present
and voting, the Senator from Min-
nesota [Mr. WELLSTONE] would vote
“‘aye.”’

The PRESIDING OFFICER (Mr.
BoOND). Are there any other Senators in
the Chamber desiring to vote?

The yeas and nays resulted—yeas 93,
nays 2, as follows:

[Rollcall Vote No. 289 Leg.]

YEAS—93
Abraham Enzi Levin
Akaka Faircloth Lieberman
Allard Feingold Lott
Ashcroft Feinstein Lugar
Bennett Ford McConnell
Biden Frist Mikulski
Bingaman Glenn Moseley-Braun
Bond Gorton Moynihan
Boxer Graham Murkowski
Breaux Gramm Murray
Brownback Grams Nickles
Bryan Grassley Reed
Bumpers Gregg Reid
Burns Hagel Robb
Byrd Harkin Roberts
Campbell Hatch Roth
Chafee Helms Santorum
Cleland Hutchinson Sarbanes
Coats Hutchison Sessions
Cochran Inhofe Shelby
Collins Inouye Smith (NH)
Conrad Jeffords Smith (OR)
Coverdell Johnson Snowe
Craig Kempthorne Specter
D’Amato Kennedy Stevens
Daschle Kerrey Thomas
DeWine Kerry Thompson
Dodd Kyl Thurmond
Domenici Landrieu Torricelli
Dorgan Lautenberg Warner
Durbin Leahy Wyden
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NAYS—2
Hollings Kohl
NOT VOTING—5
Baucus McCain Wellstone
Mack Rockefeller

The PRESIDING OFFICER. On this
vote, the yeas are 93, the nays are 2.
Three-fifths of the Senators duly cho-
sen and sworn having voted in the af-
firmative, the motion is agreed to.

NATIONAL DEFENSE AUTHORIZA-
TION ACT FOR FISCAL YEAR
1998—CONFERENCE REPORT

MOTION TO PROCEED

The Senate continued with the con-
sideration of the motion to proceed.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to proceed.

The motion to proceed was agreed to.

Mr. LOTT. Mr. President, for the in-
formation of all Senators, the Senators
involved in the depot issue with respect
to the Department of Defense author-
ization conference report have reached
an agreement for consideration and
adoption of the conference report on
Thursday, November 6.

Having said that, | thank all Sen-
ators for their cooperation. We did just
then agree to a motion, and the con-
ference report is before the Senate.

UNANIMOUS-CONSENT REQUEST—
S. 1269

Mr. LOTT. I now ask unanimous con-
sent the Senate turn to S. 1269, the
fast-track legislation.

The PRESIDING OFFICER.
objection?

Mr. DORGAN. | object.

Is there

RECIPROCAL TRADE AGREEMENT
OF 1997—MOTION TO PROCEED

Mr. LOTT. In light of the objection, |
now move to proceed to S. 1269, and
send a cloture motion to the desk.

CLOTURE MOTION

The PRESIDING OFFICER. The clo-
ture motion having been presented
under rule XXII, the Chair directs the
clerk to read the motion.

The legislative clerk read as follows:

CLOTURE MOTION

We, the undersigned Senators, in accord-
ance with the provision of rule XXII of the
Standing Rules of the Senate, do hereby
move to bring to a close debate on the mo-
tion to proceed to calendar No. 198, S. 1269,
the so-called fast-track legislation.

TRENT LOTT, BILL ROTH, JON KyL, PETE
DOMENICI, THAD COCHRAN, ROD GRAMS, SAM
BROWNBACK, RICHARD SHELBY, JOHN WARNER,
SLADE GORTON, CRAIG THOMAS, LARRY E.
CRAIG, MITCH MCCONNELL, WAYNE ALLARD,
PAuUL COVERDELL, and ROBERT F. BENNETT.

Mr. LOTT. Mr. President, this clo-
ture vote will occur on Tuesday, and |
ask the mandatory quorum under rule
XXI11 be waived.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LOTT. I now withdraw the mo-
tion.
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The PRESIDING OFFICER. The mo-
tion is withdrawn.

MORNING BUSINESS

Mr. LOTT. | ask unanimous consent
there now be a period for morning busi-
ness until the hour of 2 p.m. with Sen-
ators permitted to speak for up to 5
minutes each.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LOTT. | yield the floor.

The PRESIDING OFFICER. The Sen-
ator from New York is recognized.

THE EDUCATION OF OUR
CHILDREN

Mr. D’AMATO. Mr. President, | rise
to speak again on an issue of, | think,
paramount importance, and that is the
education of our children. Mr. Presi-
dent, unless we bring about fundamen-
tal reform in education, we are just
going to continue to nibble at the mar-
gins. We are going to have great intel-
lectual discussions and not be able to
help our children.

The needs in our schools are great.
We need better textbooks. We need to
update computer facilities. We need to
insist on teachers teaching the basics.
And we need merit pay for good teach-
ers.

Our children deserve an oasis of calm
in order to learn. We have to be able to
get violent and disruptive juveniles out
of the classroom, and ‘‘fast track”
them out of the classroom. We hear
about fast track for trade; what about
fast tracking violent, disruptive stu-
dents out of the classroom?

Most importantly, we need to listen
to parents in the local communities.
This afternoon, | am going to touch on
a few examples, horrendous examples,
that all too often are being repeated in
the educational systems throughout
this country. Time after time, we see
the education system supporting ad-
ministrators, school principals and
teachers at the expense of our children.
We have to encourage parental involve-
ment in education. When parents speak
out, they have a right to be heard.
They have a right to be listened to.

One of the things that parents are
clearly calling for is an end of a system
of lifetime tenure, lifetime job protec-
tion regardless of whether the teacher
or the school principals are doing the
job. Eliminating tenure and reforming
it is a desperately needed measure. The
tenure system guarantees a lifetime
job to teachers and school principals,
regardless of their performance.

Let me give you examples of how
children suffer. These are real cases,
these are our children. In junior high
school 275 in Brooklyn, reading school
scores have plummeted 21.5 points in
the past 5 years. Sadly, this is a school
that is failing our children, and they
are getting hurt.

So parents in the community, rec-
ognizing that problem, came together.
The parents and the local school board
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wanted to deny tenure to the junior
high school 275 principal, Priscilla Wil-
liams. | think we ought to applaud
those parents for coming together and
becoming involved and speaking out, as
well as the local school board.

Instead of listening to the parents,
instead of listening to the school
board, the local superintendent granted
permanent tenure to principal Wil-
liams. While those scores were plum-
meting, the school’s principal was re-
warded with a lifetime guarantee, a
lifetime job. So instead of correcting
the situation and bringing in a prin-
cipal who would turn that around, we
now have children being held captive.
That means these children will con-
tinue to suffer, and the school’s leaders
cannot be held accountable. The scene
is repeated throughout the system, un-
fortunately.

Let’s take a look at another district,
Brooklyn’s district 23. The school
board pleaded—pleaded, and these are
the elected representatives—to block
tenure for five principals at failing ele-
mentary and junior high schools. What
is their motivation? Their motivation
is to give their kids a better edu-
cational opportunity. Mr. President,
sadly, all five were granted tenure any-
way. So what does that mean? That
means thousands of children are going
to be trapped in a system that is fail-
ing them.

Parents know that the tenure system
rewards failures. Why don’t we listen
to these parents who are crying out for
reform, who are crying out to give
their children a better education? They
know that the business-as-usual tenure
system is hurting their children. In-
stead of granting tenure to Principal
Williams at junior high school 275
where the reading scores are dropping
like a rock, she should have been fired,
replaced, and they should have brought
in somebody who had the educational
experience and the ability to raise
those scores.

As tragic as the failing levels are at
junior high school 275, there is some-
thing more devastating that took place
more recently at another school.
Again, these are real children involved.
This was a school in the Bronx, PS 44,
where two 9-year-old girls were bru-
tally sexually assaulted by four
boys——9-year-old children at school.
The girls reported this incredibly hor-
rendous assault to their teacher. The
teacher, in turn, reported it to the
school principal, Anthony Padilla.
Now, what did Mr. Padilla do? Did he
call the police when a teacher reports
an assault on two 9-year-old children?
No. Did he take any steps to assist the
victim, to contact the parents? No. But
he did send a letter. He sent a letter to
the parents which stated, ‘““No inappro-
priate behavior took place.” Imagine
that—doesn’t call the authorities but
sends a letter to the parents saying,
“No inappropriate behavior took
place.”

Well, the police did investigate the
case. Juveniles have been arrested and
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charged with this horrendous act. But
what was done with or to the principal
as a result of his failure to confront
and deal with this situation in an or-
derly manner, a brutal attack against
two 9-year-old girls? I'll tell you what
happened—he was reassigned to a dif-
ferent administrative position within
the district.

Now, let me point out something
else. Padilla didn’t even have tenure.
He has previously been denied tenure.
Why is he being protected? Why is he
being kept in such a position of such
responsibility where the lives of hun-
dreds of youngsters are under his con-
trol? You have a system that protected
him when he should have been fired. It
is another example of a system sup-
porting administrators and principals
instead of parents and children.

Now, Mr. President, parents know
that a principal who doesn’t respond to
violence within a school should be fired
and not just reassigned. He should have
been fired. But he is reassigned. Why?
Because we have a system that is more
interested in protecting the rights and
the perks and the privileges and has be-
come a hiring hall. It is an employ-
ment center, as opposed to being a cen-
ter of learning, of knowledge. Some-
thing is seriously wrong when they are
more concerned with the perks and
privileges of the union members, re-
gardless of how they are performing.

Mr. President, let’s set the record
straight. | believe the vast number of
our teachers are good, are dedicated,
are great professionals. We should re-
ward them and we should pay them for
that and we should recognize that. But
the incompetent who are receiving life-
time job security are eroding this sys-
tem both at the administrative level
and, yes, in the classrooms. Something
is seriously wrong when parents try to
get involved in their children’s edu-
cation—in the examples | pointed out
to you, where the school boards are
begging for changes—and the system
refuses to respond to them.

That is exactly what has happened
when school principals are granted life-
time tenure over the objections of par-
ents and in spite of the record of the
failing schools. The tenure system has
kept some principals in schools for 25
years while the academic performance
has continually declined. That is wrong
and has to be stopped.

I want to congratulate the parents
for getting involved in their children’s
education. Nothing is more important.
We have an obligation to reform our
educational system. We have to get rid
of today’s system that ignores parents
and rewards failing principals with life-
time tenure and replace it with a new
system, a system that listens to par-
ents and rewards their involvement
and thinks about the education of the
children first, not the perks and privi-
leges of those who work in the system.

I yield the floor, and | thank my col-
leagues for granting me this additional
time.
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Mr. DORGAN. | ask unanimous con-
sent to proceed for 10 minutes in morn-
ing business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

FAST TRACK

Mr. DORGAN. Mr. President, a few
moments ago the majority leader came
to the floor and filed a cloture motion
on what is called the motion to proceed
to the fast-track trade authority legis-
lation that we will consider beginning
next week in the U.S. Senate. | want to
make comment about that, on the
issue of fast-track authority.

It seems to me it does not serve well
the interests of this country to try to
fit into a small crevice, at the end of
the first session of this Congress with
only days left, a debate about inter-
national trade.

What is our situation in trade in this
country? Well, it is not a very pretty
picture. We have the largest trade defi-
cit in the history of this country right
now. We have huge and growing trade
deficits with Japan. This year, it is ex-
pected to total between $60 billion to
$65 billion. We have a mushrooming
trade deficit with China, this year ex-
pected to reach close to $50 billion. We
have an ongoing trade deficit with
Mexico and Canada. We have a flood of
subsidized goods coming into our coun-
try that | am convinced violates the
antidumping laws of this country, un-
dercutting our producers and undercut-
ting our farmers. Yet, nothing is done
about it.

We are not winning in world trade.
First of all, | think we are losing be-
cause our trade agreements have been
negotiated largely as foreign policy in-
struments. Secondly, the trade agree-
ments that do exist, which could be
beneficial to this country, are not en-
forced. You can point to trade agree-
ment after trade agreement with
Japan, for example, and discover that
no matter what the agreement is, it is
not complied with by the Japanese and
not enforced by the United States.

The reason | take the time to men-
tion this today is that we face very sig-
nificant trade problems in this coun-
try. We have a daunting, growing trade
deficit which has contributed now in
the aggregate to about $2 trillion in
our current accounts deficit. This defi-
cit will be and must be repaid at some
point in the future with a lower stand-
ard of living in this country.

This is the other deficit. We have
spent many months and many years
talking about the budget deficit, and
have wrestled that budget deficit to
the ground. But this other deficit, the
trade deficit, is growing. Nobody seems
to care about that.

The request comes now to Congress
for fast track from the President say-
ing: Let us go out and negotiate new
trade agreements. | say let’s solve the
trade problems that exist from the old
trade agreements before we rush off to
make new trade agreements.
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In recent years, we made a free trade
agreement with Canada. What hap-
pened? A flood of Canadian grain has
come down our back door, undercut-
ting our farmers. This is costing North
Dakota alone, according to a recent
North Dakota State University study,
$220 million a year in lost revenue.
This grain is coming from a state trad-
ing enterprise in Canada that would be
illegal in this country.

We had a trade agreement with Mex-
ico. Prior to that, we had a $2 billion
trade surplus with Mexico. Now it is
apparently a $16 billion trade deficit
with Mexico. We now import more
automobiles from Mexico to the United
States than we export to all of the rest
of the world. A recent study by the
Economic Policy Institute says that we
have lost 395,000 jobs in America as a
result of the trade agreement with
Mexico and Canada called NAFTA.
This trade of ours is not moving in the
right direction. It is moving in the
wrong direction.

We should have a debate about trade
policy, but it ought not be a debate
that is tried to be fit into a narrow cre-
vasse at the end of this session. 1 will
bet as | stand here today that we will
see the majority leader come to the
floor in the days ahead trying to re-
strict amendments, limit amendments
and debate, and shortchange the Amer-
ican people on the opportunity to have
a full, thorough, and thoughtful debate
about this country’s trade policy. Just
as sure as | am standing here, | know
in a matter of 1, 2, 3, or 4 days, we will
hear them on the floor saying, ‘“We
don’t want amendments. We can’t have
you taking up that much time.”

In fact, when the fast-track trade au-
thority bill was passed out of the Sen-
ate Finance Committee, | am told it
was done in 2 minutes. No amend-
ments. Just minutes, no amendments,
no debate. That is not the way this
body ought to deal with the important
subject of international trade. This is a
critically important question to the
economic health of this country. It is a
question of who will have the jobs in
the future, which economies will grow
in the future, and who will have oppor-
tunity in the years ahead?

I hope that, as we head toward next
week and begin discussing this, we can
prevail upon the majority leader and
others to understand that this must be
a full debate. | have plenty of amend-
ments | want to offer. | know other col-
leagues have some, and | expect and
hope we will have that opportunity in
the coming week.

Mr. BYRD. Mr. President, will the
Senator yield?

Mr. DORGAN. | will be happy to
yield.

Mr. BYRD. The Senator has indi-

cated that the administration wants to
go out and negotiate additional agree-
ments. What is to keep them from it?
They have that authority now. They
can go out and negotiate. They are ne-
gotiating now. There is nothing here
that anybody is doing to keep the ad-
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ministration from negotiating addi-
tional agreements, is there?

Mr. DORGAN. The Senator is abso-
lutely correct. This administration
says they have negotiated nearly 200
trade agreements in the last 5 years—
200 of them. Well, why didn’t they need
fast track to do that? Because those
agreements were mostly bilateral trade
agreements in which they weren’t try-
ing to change underlying U.S. law.
Fast track gives them the opportunity
to go out someplace with some nego-
tiators and close the door, have a nego-
tiation outside the purview of the pub-
lic and propose changing underlying
U.S. law. Then fast track says when
you come back here to the U.S. Senate,
nobody, no Member of this body, has an
opportunity to have a voice in chang-
ing that agreement that was made be-
hind closed doors.

Mr. BYRD. So the fast track has to
do with the operations here within the
Senate and the House.

Mr. DORGAN. The Senator is abso-
lutely correct about that.

Mr. BYRD. The administration has
the authority right now to negotiate
additional agreements and is negotiat-
ing additional agreements.

Mr. DORGAN. That’s correct. The ad-
ministration talks about an agreement
with Chile. Go negotiate an agreement
with Chile. Get an airplane ticket for 1
o’clock. You can do that. Nothing pre-
vents a negotiation on trade with
Chile—not this fast-track authority or
lack of it. You can negotiate a trade
agreement with Chile if you want to.

But, if you want to change underly-
ing law, you have to bring it back to
the Congress and get the permission of
Congress to do that. The Senator
makes an important point. There is
nothing that prevents trade negotia-
tions from occurring without fast-
track authority. In fact, the adminis-
tration says it has now completed over
200 trade agreements in the last 5
years.

Mr. BYRD. The fast track means that
the Senate and the House are supposed
to bind and gag themselves and not
talk and not offer amendments, is that
correct?

Mr. DORGAN. That is the procedure.
That is correct.

Mr. BYRD. No amendments in this
body. That is not what the Constitu-
tion says. The Constitution says that
the Senate may offer amendments to
revenue bills, as on other bills, as on
other legislation. So that is where the
fast track comes in.

Do we want to bind and gag ourselves
and not be able to speak for our con-
stituents and speak for our country?
Do we want to illuminate the listening
public as to what is really going on
here? Is that what we are talking
about? Fast track means we will hear
nothing, say nothing, see nothing,
right? We will offer no amendments.
We can’t do that on behalf of our con-
stituents in the next 5 years; is that
right? Am | right?

Mr. DORGAN. Yes, the Senator is ex-
actly right. Fast-track authority
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means that the Congress says to a
President, you negotiate a trade treaty
or agreement, bring it back to the Con-
gress, and we agree to restrict our-
selves to be unable to offer any changes
or any amendments of any kind. That
is what the Congress is doing.

Mr. BYRD. Right.

Mr. DORGAN. To give you an exam-
ple of that, they negotiated a trade
agreement with Canada under fast
track. | was then serving in the other
body on the House Ways and Means
Committee, which has 35 votes. They
brought that trade agreement to the
Ways and Means Committee. The vote
was 34-1 to approve it. | was the only
one to vote to disapprove it. We
weren’t able to offer any amendments.
It went to the floor of the House, and I
led the opposition to it. | lost by 20 or
30 votes. No amendments.

Now, what happened in the last 4 or
5 years with Canada? The deficit has
doubled. We have a flood of this un-
fairly subsidized grain coming in, un-
dercutting our producers. Everybody
understands it is unfair trade, and you
can’t do a thing about it. We have folks
that crow about it from time to time,
but they don’t lift a finger to do any-
thing about it.

That is what is wrong with these
kinds of procedures. We should have
been able to amend that treaty to
make sure that if a trade agreement
with Canada is contemplated, we have
the ability to solve a problem if a prob-
lem exists. But they have pulled all the
teeth now, so there are no teeth in this
ability to reconcile and deal with prob-
lems. Now we have these trade agree-
ments where the deficits Kkeep
ratcheting up. We have unfair competi-
tion for our producers, and jobs are
leaving our country. As | said 395,000
jobs left our country to Mexico and
Canada. It doesn’t make any sense for
us to tie our hands in this way.

Mr. BYRD. In a manner, this is just
a continuation of the siphoning off of
the legislative powers, as we saw in the
Line-ltem Veto Act. It was siphoned
away. As a matter of fact, we just gave
legislative power to the President.
Aside from that subject, that is what is
being done here. We are being asked to
give up the people’s power under the
Constitution to legislate, to amend,
and to debate. In other words, we are
just to buy a pig in a poke and are not
even supposed to look inside the poke
—just rubberstamp whatever the ad-
ministration sends up here.

Mr. DORGAN. But we know there is a
pig in the poke.

Mr. BYRD. There is something in the
poke; 1 am not sure what is in the
poke. But I am not willing to bind and
gag myself. 1 will be forced to do that,
of course; they will do that, but we will
be kicking and screaming.

This administration wants more and
more power, and other administrations
have been the same. They have all been
the same in wanting this fast track.
But I compliment the Senator. | salute
him for leading this fight. | am opposed
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to fast track, and | will be there when
the roll is called. | thank the Senator.

I ask unanimous consent that the
time | have taken of the Senator’s 10
minutes not be charged against the
Senator.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DORGAN. Mr. President, the
Senator from West Virginia has long
been concerned and interested in inter-
national trade. | very much value and
appreciate his support. It is not the
case that the Senator from West Vir-
ginia, myself, and others, who believe
that fast track is inappropriate and our
trade strategy has not worked believe
we should put walls around our country
or restrict international trade. | think
we ought to expand it.

I say this to those folks who talk
about fast track: If you want to be fast
about something, do something fast,
put on your Speedo trunks and do
something quickly, and start to quick-
ly solve the trade problems we have. |
can cite a dozen of them that undercut
American jobs and American produc-
ers, workers, and farmers. If you want
to be fast about something, let’s be fast
about starting to solve a few of these
problems.

Just demonstrate that you can solve
one; it doesn’t have to be all of them.
Demonstrate that this country has the
nerve and will to stand up and say to
other countries: If our market is open
to you, then your market has to be
open to us. We pledge to you that we
will be involved in fair trade with you.
We demand and insist that you be in-
volved with fair trade practices with
us. If not, this country has the will and
the nerve to take action.

That is all | ask. If you want to be
fast, don’t come around here with fast
track, come around with fast action to
solve trade problems. Show me that
you can solve one of them just once.
Then let’s talk about trade once again.

Mr. DORGAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from North Dakota is recognized.

(The remarks of Mr. DORGAN pertain-
ing to the introduction of S. 1357 are
located in today’s RECORD under
‘“‘Statements on Introduced Bills and
Joint Resolutions.”)

Mr. KERREY addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

RESTRUCTURING THE INTERNAL
REVENUE SERVICE

Mr. KERREY. Mr. President, | was
very encouraged to read in this morn-
ing’s newspaper the majority leader’s
comments about the agenda for the
rest of the session. An agreement has
been reached on bringing up campaign
finance reform next year.

On the list of things that the major-
ity leader had was taking action to re-
structure the Internal Revenue Serv-
ice. It was a very controversial debate
over one proposal that Congressman
PORTMAN, Senator GRASSLEY, Con-
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gressman CARDIN, and | introduced a
couple of months ago dealing with a
proposed public board of directors. A
lot of attention was paid to that. Un-
fortunately, in the process of paying
attention to that, we lost sight and a
lot of people lost sight of some of the
other things that we are going to legis-
late on that are terribly important.

I was pleased to see, since the House
has passed it, that the majority leader
indicated that is one of the things he is
going to try to get done sometime dur-
ing the rest of the year. There is broad
consensus on some of the things which
we know will improve the operational
efficiency of the Internal Revenue
Service.

Chairman RoTH’s Finance Committee
had 3 days of hearings on a separate set
of issues dealing with privacy, dealing
with the power of the Internal Revenue
Service to demand action on the part
of taxpayers.

These are very important issues, and
the chairman has indicated his desire
to take up next year the consideration
of those issues. | have great respect for
Chairman RoOTH and his desire to bring
attention to the Internal Revenue
Service. His intent and his sincerity
lead to, | believe, the citizens of the
United States seeing that change is
needed. However, | believe action is
needed yet this year in order to give
the new IRS Commissioner, Mr.
Rossotti, the authority he needs to be
able to manage this agency.

One of the things we found in our re-
structuring commission when we began
in 1995 was that the General Account-
ing Office disclosed that nearly $4 bil-
lion worth of modernization and pur-
chase of computers and software had
not produced the desired result and had
essentially been wasted. We began our
effort in 1995. We held hearings in 1996
and 1997—12 public hearings, thousands
of interviews with current employees
and taxpayers and professionals that
help and assist taxpayers.

We reached our decision in our re-
structuring commission that the cur-
rent law was unacceptable, that it
would not allow us to go from where we
are today to where citizens need to
have us go.

Today, 85 percent of Americans vol-
untarily comply with the Tax Code.
That is down from 95 percent 30 years
ago. The real test is what does the tax-
paying citizen think of the existing
system? Their confidence is deteriorat-
ing rapidly, and it is deteriorating as a
consequence of the law. The law makes
it impossible for the Commissioner to
manage that agency the way we all
want the Commissioner to be able to
manage the agency.

We proposed legislation. The legisla-
tion has now been passed by the House
and has the full support of the Presi-
dent. The President is now calling upon
us to take action. As | said, | am hope-
ful that the majority leader’s com-
ments in this morning’s paper are an
indication that there is still a chance
that we can get this done.
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We found in our commission delibera-
tions a number of problems that are
addressed in this legislation.

First, as | said, the Commissioner
can’t manage the agency. He can’t
make decisions to fire. He can’t make
decisions to reward based upon per-
formance. He can’t make decisions to
reorganize. He can’t make decisions to
run the Agency. The law doesn’t allow
it. You can get whoever you want to
come in—and | think the President has
found an exceptional individual from
the private sector who understands
technology and who understands how
to manage an organization—but the
law does not give Mr. Rossotti the au-
thority that Mr. Rossotti is going to
need to manage the Agency.

We also found that there is inconsist-
ent oversight both from the executive
branch and from the legislative branch.
So we propose not only a public board
of citizens that would have responsibil-
ity for developing a strategic plan, but
we also propose to create twice a year
a joint hearing of appropriations and
authorizers and government operations
people to give not just the oversight
but give us an opportunity to achieve
consensus on what the strategic plan is
going to be. Twice a year that would be
required in order to achieve consensus
and, most importantly, achieve consen-
sus for the purpose of being able to
make the right investments in tech-
nology, being able to sustain the effort
over a period of time to do the im-
provement of operations that are nec-
essary.

It is very difficult to operate the IRS
with 200 million tax returns a year. We
are heading into the filing season right
now. It is an unimaginable problem to
try to manage this Agency and satisfy
all of the various demands and answer
all of the various questions that tax-
paying customers have as well as being
able to go out and enforce the law
against a relatively small percentage
of people who are not willing to volun-
tarily comply with the law; not to
mention as well the difficult challenge
of adjusting the software and rewriting
software for the millennium problem
that needs to be solved in the next 18
months in order to be prepared on De-
cember 1, 1999, for what will occur,
which is the computers will no longer
recognize 99 as being 1999—a very big
problem for a small agency, and an
enormous problem for an agency like
the IRS that will be in the middle of a
filing season, if their computers go
down and they are unable to recognize
that number.

So there is an urgency to get this law
changed so that this Commissioner can
have the authority to manage, the au-
thority that is needed so the Commis-
sioner has the kind of oversight that is
needed, and in order to have any
chance at all of being able to manage
this Agency, to reduce the current
problems and avoid future problems as
well.

The legislation provides incentives
for electronic filing. We found in our
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examination of the Internal Revenue
Service that there was a 25-percent
rate of error in the paperwork. In elec-
tronic filing the rate of error was less
than 1 percent. Errors mean dollars
both to the filers as well as the organi-
zation that is being operated. There is
a tremendous opportunity for saving
money both from standpoint of the tax-
payer in what it costs to comply with
the code as well as the taxpayer from
the standpoint of operating the IRS.

We believe, and everybody who has
looked at it believes, that electronic
filing is a tremendous way to save
money and satisfy the demand of the
customer to close this breathtaking
gap that currently exists between what
a private sector financial service agen-
cy can do and what the IRS can do. All
of us understand what an ATM card is.
All of us have seen what the private
sector has done to reduce the amount
of time needed to do a transaction with
a financial institution. The IRS has
been unable to keep pace with what the
private sector is doing, and we think
that electronic filing is not only likely
to save money but will also increase
people’s confidence that the IRS is
closing the gap between what the pri-
vate sector is able to do and what they
are able to do.

We have a section in there on tax-
payer rights. We do not address the so-
called 6103, the privacy issues, that
Chairman RoTH and Senator MOYNIHAN
did with the Finance Committee, but
there are a number of things where we
are absolutely certain that, if we make
some changes, the taxpayer will have
increased authority. We give the tax-
payer advocate more independence,
moving them outside the IRS; it is
very difficult to imagine that person
doing the job they need to do if, after
they criticize the IRS, they then de-
pend on the IRS personnel system in
order to be advanced.

We make some additional changes on
the burden of proof. We think having
modified it slightly does not produce a
situation that will result in a deterio-
ration of our ability to get voluntary
compliance or impose a burden upon
individuals who are willing to comply
in a voluntary fashion.

We provide as well, Mr. President,
some changes that will | think address
the problem of a complex Code, not by
reforming the Tax Code but by putting
the Commissioner at the table and giv-
ing the Commissioner the authority to
comment either on proposals made by
the President or by the Congress as to
the cost of compliance and putting in a
complexity index that would give us
some kind of idea of cost anytime we
have some new change we want to
make.

Over and over and over we heard
from witnesses coming before the Com-
mission who said to us almost nothing
is going to work if Congress continues
to make the Code complex. If we con-
tinue to add provisions that add to the
already estimated $200 billion that the
private sector taxpayer pays in order
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to complete their forms, if we continue
to make the Tax Code more and more
complicated, it is going to be very dif-
ficult to manage the Agency for the
purpose of reducing the customer dis-
satisfaction and increasing the vol-
untary compliance with the system.

Mr. President, | am very encouraged,
and | hope we are able, in fact—there is
now 13 of the 20 members of the Fi-
nance Committee who are supportive of
this legislation. My guess is it will pass
the Senate with a very large number. |
have heard very few people raise objec-
tions now that we have reached agree-
ment with the administration. | have
heard very few people say this legisla-
tion would not help an awful lot. There
will be 200 or more collections notices
a day going out between now and the
time that we act, 800,000 notices of ei-
ther audits or other kinds of require-
ments sent to the taxpayers every sin-
gle month. There is an urgency to act
on this.

Are there other things that need to
be done? The answer is yes. Will it
solve every problem? The answer is no.
But it will give the Commission the
tools the Commissioner needs to man-
age the agency. It will change the over-
sight and make it possible for us to get
shared and agreed consensus on where
it is we are going to go. It will give the
taxpayer more authority and more
power than they currently have. And it
will enable us to assess whether or not
some new tax idea that we have is
going to cost us more to implement
than we are going to generate in reve-
nue as a result of the change in the
Code.

So | am very encouraged by the ma-
jority leader’s comments in the paper
this morning, and | am hopeful in that
bipartisan way, in a big bipartisan way
we can pass in the Senate, conference
with the House, and send to the Presi-
dent for his signature a change in the
law that would give taxpaying citizens
increased confidence not only that
they are going to get a fair shake but
that Government of, for, and by the
people works.

Mr. President, | yield the floor and I
suggest the absence of a quorum.

The PRESIDING OFFICER
FRIST). The clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. BOND. Mr. President, | ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(Mr.

SMALL BUSINESS PROGRAMS RE-
AUTHORIZATION AND AMEND-
MENTS ACT OF 1997

Mr. BOND. Mr. President, | ask that
the Chair lay before the Senate a mes-
sage from the House of Representatives
on (S. 1139) to authorize the programs
of the Small Business Administration,
and for other purposes.

The PRESIDING OFFICER laid be-
fore the Senate the following message
from the House of Representatives:
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Resolved, That the bill from the Senate (S.
1139) entitled ‘“An Act to reauthorize the
programs of the Small Business Administra-
tion, and for other purposes.”’, do pass with
the following amendment:

Strike out all after the enacting clause
and insert:
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(@) SHORT TITLE.—This Act may be cited as
the ““Small Business Programs Reauthorization
and Amendments Acts of 1997,

(b) TABLE OF CONTENTS.—

Sec. 1. Short title; table of contents.
TITLE I—AUTHORIZATIONS
Sec. 101. Authorizations.
TITLE II—FINANCIAL PROGRAMS
Subtitle A—General Business Loans

Sec. 201. Securitization regulations.

Sec. 202. Background check of loan applicants.

Sec. 203. Report on increased lender approval,
servicing, foreclosure, liquidation,
and litigation of 7(a) loans.

Sec. 204. Completion of planning for loan mon-
itoring system.

Subtitle B—Certified Development Company

Program

221. Reauthorization of fees.

222. PCLP participation.

223. PCLP eligibility.

224. Loss reserves.

225. Goals.

226. Technical amendments.

227. Promulgation of regulations.

228. Technical amendment.

229. Repeal.

230. Loan servicing and liquidation.

231. Use of proceeds.

232. Lease of property.

Sec. 233. Seller financing.

Sec. 234. Preexisting conditions.

Subtitle C—Small Business Investment Company
Program

241. 5-year commitments.
242. Program reform.
243. Fees.

244. Examination fees.

Subtitle D—Microloan Program

251. Microloan program extension.
252. Supplemental microloan grants.

TITLE III—WOMEN’S BUSINESS
ENTERPRISES

301. Reports.

302. Council duties.

303. Council membership.

304. Authorization of appropriations.

305. Women'’s business centers.

306. Office of Women’s Business Owner-
ship.

TITLE IV—COMPETITIVENESS PROGRAM

Sec. 401. Program term.
Sec. 402. Monitoring agency performance.
Sec. 403. Reports to Congress.
Sec. 404. Small business participation in dredg-
ing.
Sec. 405. Technical amendment.
TITLE V—MISCELLANEOUS PROVISIONS

Sec. 501. Small business development centers.

Sec. 502. Small business export promotion.

Sec. 503. Pilot preferred surety bond guarantee
program extension.

504. Very small business concerns.

505. Extension of cosponsorship authority.

506. Trade assistance program for small
business concerns harmed by
NAFTA.

TITLE VI—SERVICE DISABLED VETERANS

Sec. 601. Purposes.

Sec. 602. Definitions.

Sec. 603. Report by Small Business Administra-

tion.
Information collection.
State of small business report.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

604.
605.

Sec.
Sec.
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Sec. 606.
Sec. 607.

Loans to veterans.
Entrepreneurial training, counseling,
and management assistance.

Sec. 608. Grants for eligible veterans outreach
programs.
Sec. 609. Outreach for eligible veterans.

TITLE VII—SMALL BUSINESS
TECHNOLOGY TRANSFER PROGRAM
Sec. 701. Amendments.
TITLE I—AUTHORIZATIONS
SEC. 101. AUTHORIZATIONS.

Section 20 of the Small Business Act (15 U.S.C.
631 note) is amended by striking subsections (I)
through (q) and inserting the following:

“(I) The following program levels are author-
ized for fiscal year 1998:

““(1) For the programs authorized by this Act,
the Administration is authorized to make—

““(A) $40,000,000 in technical assistance grants,
as provided in section 7(m); and

““(B) $60,000,000 in loans, as provided in sec-
tion 7(m).

““(2) For the programs authorized by this Act,
the Administration is authorized to make
$15,040,000,000 in deferred participation loans
and other financings. Of such sum, the Admin-
istration is authorized to make—

““(A) $11,000,000,000 in general business loans
as provided in section 7(a);

““(B) $3,000,000,000 in financings as provided
in section 7(a)(13) of this Act and section 504 of
the Small Business Investment Act of 1958;

““(C) $1,000,000,000 in loans as provided in sec-
tion 7(a)(21); and

““(D) $40,000,000 in loans as provided in sec-
tion 7(m).

““(3) For the programs authorized by title 111
of the Small Business Investment Act of 1958,
the Administration is authorized to make—

““(A) $600,000,000 in purchases of participating
securities; and

““(B) $500,000,000 in guarantees of debentures.

““(4) For the programs authorized by part B of
title 1V of the Small Business Investment Act of
1958, the Administration is authorized to enter
into guarantees not to exceed $2,000,000,000, of
which not more than $650,000,000 may be in
bonds approved pursuant to section 411(a)(3) of
that Act.

““(5) The Administration is authorized to make
grants or enter into cooperative agreements—

“(A) for the Service Corps of Retired Execu-
tives program authorized by section 8(b)(1),
$4,000,000; and

““(B) for activities of small business develop-
ment centers pursuant to section 21(c)(3)(G),
$15,000,000, to remain available until expended.

“(m)(1) There are authorized to be appro-
priated to the Administration for fiscal year 1998
such sums as may be necessary to carry out this
Act, including administrative expenses and nec-
essary loan capital for disaster loans pursuant
to section 7(b), and to carry out the Small Busi-
ness Investment Act of 1958, including salaries
and expenses of the Administration.

““(2) Notwithstanding paragraph (1), for fiscal
year 1998—

““(A) no funds are authorized to be provided to
carry out the loan program authorized by sec-
tion 7(a)(21) except by transfer from another
Federal department or agency to the Adminis-
tration, unless the program level authorized for
general business loans under subsection (1)(2)(A)
is fully funded; and

“(B) the Administration may not approve
loans on behalf of the Administration or on be-
half of any other department or agency, by con-
tract or otherwise, under terms and conditions
other than those specifically authorized under
this Act or the Small Business Investment Act of
1958, except that it may approve loans under
section 7(a)(21) of this Act in gross amounts of
not more than $1,250,000.

““(n) The following program levels are author-
ized for fiscal year 1999:

““(1) For the programs authorized by this Act,
the Administration is authorized to make—
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““(A) $60,000,000 in technical assistance grants
as provided in section 7(m); and

““(B) $60,000,000 in loans, as provided in sec-
tion 7(m).

““(2) For the programs authorized by this Act,
the Administration is authorized to make
$16,540,000,000 in deferred participation loans
and other financings. Of such sum, the Admin-
istration is authorized to make—

““(A) $12,000,000,000 in general business loans
as provided in section 7(a);

““(B) $3,500,000,000 in financings as provided
in section 7(a)(13) of this Act and section 504 of
the Small Business Investment Act of 1958;

““(C) $1,000,000,000 in loans as provided in sec-
tion 7(a)(21); and

‘(D) $40,000,000 in loans as provided in sec-
tion 7(m).

““(3) For the programs authorized by title 111
of the Small Business Investment Act of 1958,
the Administration is authorized to make—

““(A) $700,000,000 in purchases of participating
securities; and

““(B) $650,000,000 in guarantees of debentures.

‘“(4) For the programs authorized by part B of
title 1V of the Small Business Investment Act of
1958, the Administration is authorized to enter
into guarantees not to exceed $2,000,000,000, of
which not more than $650,000,000 may be in
bonds approved pursuant to section 411(a)(3) of
that Act.

““(5) The Administration is authorized to make
grants or enter cooperative agreements—

““(A) for the Service Corps of Retired Execu-
tives program authorized by section 8(b)(1),
$4,500,000; and

““(B) for activities of small business develop-
ment centers pursuant to section 21(c)(3)(G), not
to exceed $15,000,000, to remain available until
expended.

““(0)(1) There are authorized to be appro-
priated to the Administration for fiscal year 1999
such sums as may be necessary to carry out this
Act, including administrative expenses and nec-
essary loan capital for disaster loans pursuant
to section 7(b), and to carry out the Small Busi-
ness Investment Act of 1958, including salaries
and expenses of the Administration.

““(2) Notwithstanding paragraph (1), for fiscal
year 1999—

““(A) no funds are authorized to be provided to
carry out the loan program authorized by sec-
tion 7(a)(21) except by transfer from another
Federal department or agency to the Adminis-
tration, unless the program level authorized for
general business loans under subsection
(n)(2)(A) is fully funded; and

‘“(B) the Administration may not approve
loans on behalf of the Administration or on be-
half of any other department or agency, by con-
tract or otherwise, under terms and conditions
other than those specifically authorized under
this Act or the Small Business Investment Act of
1958, except that it may approve loans under
section 7(a)(21) of this Act in gross amounts of
not more than $1,250,000.

““(p) The following program levels are author-
ized for fiscal year 2000:

‘(1) For the programs authorized by this Act,
the Administration is authorized to make—

““(A) $75,000,000 in technical assistance grants
as provided in section 7(m); and

*“(B) $60,000,000 in direct loans, as provided in
section 7(m).

““(2) For the programs authorized by this Act,
the Administration is authorized to make
$19,040,000,000 in deferred participation loans
and other financings. Of such sum, the Admin-
istration is authorized to make—

““(A) $13,500,000,000 in general business loans
as provided in section 7(a);

““(B) $4,500,000,000 in financings as provided
in section 7(a)(13) of this Act and section 504 of
the Small Business Investment Act of 1958;

““(C) $1,000,000,000 in loans as provided in sec-
tion 7(a)(21); and

‘(D) $40,000,000 in loans as provided in sec-
tion 7(m).
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““(3) For the programs authorized by title 111
of the Small Business Investment Act of 1958,
the Administration is authorized to make—

““(A) $850,000,000 in purchases of participating
securities; and

““(B) $700,000,000 in guarantees of debentures.

““(4) For the programs authorized by part B of
title 1V of the Small Business Investment Act of
1958, the Administration is authorized to enter
into guarantees not to exceed $2,000,000,000, of
which not more than $650,000,000 may be in
bonds approved pursuant to the provisions of
section 411(a)(3) of that Act.

““(5) The Administration is authorized to make
grants or enter cooperative agreements—

“(A) for the Service Corps of Retired Execu-
tives program authorized by section 8(b)(1),
$5,000,000; and

““(B) for activities of small business develop-
ment centers pursuant to section 21(c)(3)(G), not
to exceed $15,000,000, to remain available until
expended.

“(q)(1) There are authorized to be appro-
priated to the Administration for fiscal year 2000
such sums as may be necessary to carry out this
Act, including administrative expenses and nec-
essary loan capital for disaster loans pursuant
to section 7(b), and to carry out the provisions
of the Small Business Investment Act of 1958, in-
cluding salaries and expenses of the Administra-
tion.

““(2) Notwithstanding paragraph (1), for fiscal
year 2000—

““(A) no funds are authorized to be provided to
carry out the loan program authorized by sec-
tion 7(a)(21) except by transfer from another
Federal department or agency to the Adminis-
tration, unless the program level authorized for
general business loans under subsection
(P)(2)(A) is fully funded; and

“(B) the Administration may not approve
loans on behalf of the Administration or on be-
half of any other department or agency, by con-
tract or otherwise, under terms and conditions
other than those specifically authorized under
this Act or the Small Business Investment Act of
1958, except that it may approve loans under
section 7(a)(21) of this Act in gross amounts of
not more than $1,250,000.”".

TITLE 1I—FINANCIAL PROGRAMS
Subtitle A—General Business Loans

SEC. 201. SECURITIZATION REGULATIONS.

The Administrator shall promulgate final reg-
ulations permitting bank and non-bank lenders
to sell or securitize the non-guaranteed portion
of loans made under section 7(a) of the Small
Business Act (15 U.S.C. 636(a)). Such regula-
tions shall be issued within 90 days of the date
of enactment of this Act, and shall allow
securitizations to proceed as regularly as is pos-
sible within the bounds of prudent and sound fi-
nancial management practice.

SEC. 202. BACKGROUND CHECK OF LOAN APPLI-
CANTS.

Section 7(a)(1) of the Small Business Act (15
U.S.C. 636(a)(1)) is amended by striking ‘“‘(1)”’
and inserting the following:

“(1)(A) CREDIT ELSEWHERE.—’’, and by add-
ing the following new paragraph at the end:

““(B) BACKGROUND CHECKS.—Prior to the ap-
proval of any loan made pursuant to this sub-
section, or section 503 of the Small Business In-
vestment Act, the Administrator shall verify the
applicant’s criminal background, or lack there-
of, through the best available means, including,
if possible, use of the National Crime Informa-
tion Center computer system at the Federal Bu-
reau of Investigation.””.

SEC. 203. REPORT ON INCREASED LENDER AP-
PROVAL, SERVICING, FORECLOSURE,
LIQUIDATION, AND LITIGATION OF
7(a) LOANS.

(a) Within six months of the date of enact-
ment of this act the Administrator shall report
on action taken and planned for future reliance
on private sector lender resources to originate,
approve, close, service, liquidate, foreclose, and
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litigate loans made under Section 7(a) of the
Small Business Act. The report should address
administrative and other steps necessary to
achieve these results, including—

(1) streamlining the process for approving
lenders and standardizing requirements;

(2) establishing uniform reporting require-
ments using on-line automated capabilities to
the maximum extent feasible;

(3) reducing paperwork through automation,
simplified forms or incorporation of lender’s
forms;

(4) providing uniform standards for approval,
closing, servicing, foreclosure, and liquidation;

(5) promulgating new regulations or amending
existing ones;

(6) establishing a timetable for implementing
the plan for reliance on private sector lenders;

(7) implementing organizational changes at
SBA; and

(8) estimating the annual savings that would
occur as a result of implementation.

(b) In preparing the report the Administrator
shall seek the views and consult with, among
others, 7(a) borrowers and lenders, small busi-
nesses who are potential program participants,
financial institutions who are potential program
lenders, and representative industry associa-
tions, such as the U. S. Chamber of Commerce,
the American Bankers Association, the National
Association of Government Guaranteed Lenders
and the Independent Bankers Association of
America.

SEC. 204. COMPLETION OF PLANNING FOR LOAN
MONITORING SYSTEM.

(a) The Administrator shall perform and com-
plete the planning needed to serve as the basis
for funding the development and implementa-
tion of computerized loan monitoring system, in-
cluding—

(1) fully defining the system requirement
using on-line, automated capabilities to the ex-
tent feasible;

(2) identifying all data inputs and outputs
necessary for timely report generation;

(3) benchmark loan monitoring business proc-
esses and systems against comparable industry
processes and, if appropriate, simplify or rede-
fine work processes based on these benchmarks;

(4) determine data quality standards and con-
trol systems for ensuring information accuracy;

(5) identify an acquisition strategy and work
increments to completion;

(6) analyze the benefits and costs of alter-
natives and use to demonstrate the advantage of
the final project;

(7) ensure that the proposed information sys-
tem is consistent with the agency’s information
architecture; and

(8) estimate the cost to system completion,
identifying the essential cost element.

(b) Six months from the date of enactment of
this Act, the Administrator shall report to the
House and Senate Committees on Small Business
pursuant to the requirements of subsection (a),
and shall also submit a copy of the report to the
General Accounting Office, which shall evaluate
the report for compliance with subsection (a)
and shall submit such evaluation to both Com-
mittees no later than 28 days after receipt of the
report from the Small Business Administration.
None of the funds provided for the purchase of
the loan monitoring system may be expended
until the requirements of this section have been
satisfied.

Subtitle B—Certified Development Company

Program
SEC. 221. REAUTHORIZATION OF FEES.

Section 503 of the Small Business Investment
Act of 1958 (15 U.S.C. 697) is amended—

(1) by striking subsection (b)(7)(A) and insert-
ing the following:

““(A) assesses and collects a fee, which shall be
payable by the borrower, in an amount equal to
0.9375 percent per year of the outstanding bal-
ance of the loan; and’’;

(2) by striking from subsection (d)(2) ‘‘equal to
50 basis points’ and inserting ‘‘equal to not
more than 50 basis points,’’;
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(3) by adding the following at the end of sub-
section (d)(2): ““The amount of the fee author-
ized herein shall be established annually by the
Administration in the minimal amount nec-
essary to reduce the cost (as that term is defined
in section 502 of the Federal Credit Reform Act
of 1990) to the Administration of purchasing and
guaranteeing debentures under this Act to
zero.”’; and

(4) by striking from subsection (f) *“1997" and
inserting ‘“2000”".

SEC. 222. PCLP PARTICIPATION.

Section 508(a) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697e(a)) is amended
by striking ‘‘not more than 15",

SEC. 223. PCLP ELIGIBILITY.

Section 508(b)(2) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697e(b)(2)) is amend-
ed by striking paragraphs (A) and (B) and in-
serting:

““(A) is an active certified development com-
pany in good standing and has been an active
participant in the accredited lenders program
during the entire 12-month period preceding the
date on which the company submits an applica-
tion under paragraph (1), except that the Ad-
ministration may waive this requirement if the
company is qualified to participate in the ac-
credited lenders program;

““(B) has a history (i) of submitting to the Ad-
ministration adequately analyzed debenture
guarantee application packages and (ii) of prop-
erly closing section 504 loans and servicing its
loan portfolio; and’’.

SEC. 224. LOSS RESERVES.

Section 508(c) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697e(c)) is amended
to read as follows:

““(c) Loss RESERVE.—

““(1) ESTABLISHMENT.—A company designated
as a premier certified lender shall establish a
loss reserve for financing approved pursuant to
this section.

““(2) AMOUNT.—The amount of the loss reserve
shall be equal to 10 percent of the amount of the
company’s exposure as determined under sub-
section (b)(2)(C).

““(3) AsSsSeTs.—The loss reserve shall be com-
prised of any combination of the following types
of assets:

““(A) segregated funds on deposit in an ac-
count or accounts with a federally insured de-
pository institution or institutions selected by
the company, subject to a collateral assignment
in favor of, and in a format acceptable to, the
Administration; or

““(B) irrevocable letter or letters of credit, with
a collateral assignment in favor of, and a com-
mercially reasonable format acceptable to, the
Administration.

‘“(4) CONTRIBUTIONS.—The company shall
make contributions to the loss reserve, either
cash or letters of credit as provided above, in the
following amounts and at the following inter-
vals:

““(A) 50 percent when a debenture is closed;

‘“(B) 25 percent additional not later than 1
year after a debenture is closed; and

“(C) 25 percent additional not later than 2
years after a debenture is closed.

““(5) REPLENISHMENT.—If a loss has been sus-
tained by the Administration, any portion of the
loss reserve, and other funds provided by the
premier company as necessary, may be used to
reimburse the Administration for the company’s
10 percent share of the loss as provided in sub-
section (b)(2)(C). If the company utilizes the re-
serve, within 30 days it shall replace an equiva-
lent amount of funds.

‘“(6) DISBURSEMENTS.—The Administration
shall allow the certified development company
to withdraw from the loss reserve amounts at-
tributable to any debenture which has been re-
paid.”.

SEC. 225. GOALS.

Section 508 of the Small Business Investment

Act of 1958 (15 U.S.C. 697e) is amended by in-
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serting the following after subsection (d) and by
redesignating subsections (e) through (i) as (f)
through (j):

““(e) PROGRAM GoOALs.—Certified development
companies participating in this program shall
establish a goal of processing 50 percent of their
loan applications for section 504 assistance pur-
suant to the premier certified lender program
authorized in this section.”.

SEC. 226. TECHNICAL AMENDMENTS.

Section 508(g) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697(g)) is amended—

(1) in subsection (g), as redesignated herein, is
amended by striking ‘‘State or local’’ and insert-
ing “‘certified”’;

(2) in subsection (h), as redesignated herein—

(A) by striking “EFFECT OF SUSPENSION
OR DESIGNATION” and inserting “EFFECT
OF SUSPENSION OR REVOCATION"’; and

(B) by striking ‘““‘under subsection (f)”” and in-
serting ‘‘under subsection (g)”.

SEC. 227. PROMULGATION OF REGULATIONS.

Section 508(i) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697e(i)), as redesig-
nated herein, is amended to read as follows:

““(i) REGULATIONS.—Not later than 90 days
after the date of enactment of this section, the
Administration shall promulgate regulations to
carry out this section. Not later than 120 days
after the date of enactment, the Administration
shall issue program guidelines and implement
the changes made herein.”’.

SEC. 228. TECHNICAL AMENDMENT.

Section 508(j) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697e(j)), as redesig-
nated herein, is amended by striking ‘‘other
lenders’” and inserting ‘‘other lenders, specifi-
cally comparing default rates and recovery rates
on liquidations™’.

SEC. 229. REPEAL.

Section 217(b) of Public Law 103-403 (108 Stat.
4185) is repealed.

SEC. 230. LOAN SERVICING AND LIQUIDATION.

Section 508(d)(1) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 697e(d)) is amended
by striking ‘‘to approve loans’ and inserting ‘‘to
approve, authorize, close, service, foreclose, liti-
gate, and liquidate loans’.

SEC. 231. USE OF PROCEEDS.

Section 502(1) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 696(1)) is amended to
read as follows:

““(1) The proceeds of any such loan shall be
used solely by such borrower or borrowers to as-
sist an identifiable small-business or businesses
and for a sound business purpose approved by
the Administration.””.

SEC. 232. LEASE OF PROPERTY.

Section 502 of the Small Business Investment
Act of 1958 (15 U.S.C. 696) is amended by adding
the following new subsection:

““(5) Not to exceed 25 percent of any project
may be permanently leased by the assisted small
business: Provided, That the assisted small busi-
ness shall be required to occupy and use not less
than 55 percent of the space in the project after
the execution of any leases authorized in this
section.”.
SEC. 233. SELLER FINANCING
COLLATERALIZATION.

Section 502(3) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 696(3)) is amended
by inserting the following new subparagraphs:

‘(D) SELLER FINANCING.—Seller provided fi-
nancing may be used to meet the requirements
of—

‘(i) paragraph (B), if the seller subordinates
his interest in the property to the debenture
guaranteed by the Administration; and

‘(i) not to exceed 50 percent of the amounts
required by paragraph (C).

““(E) COLLATERALIZATION.—The collateral
provided by the small business concern gen-
erally shall include a subordinate lien position
on the property being financed under this title,
and is only one of the factors to be evaluated in
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the credit determination. Additional collateral
shall be required only if the Administration de-
termines, on a case by case basis, that addi-
tional security is necessary to protect the inter-
est of the Government.”.

SEC. 234. PREEXISTING CONDITIONS.

Section 502 of the Small Business Investment
Act of 1958 (15 U.S.C. 696) is amended by adding
the following new paragraph:

““(6) Any loan authorized under this section
shall not be denied or delayed for approval by
the Administration due to concerns over pre-
existing environmental conditions: Provided,
That the development company provides the Ad-
ministration a letter issued by the appropriate
State or Federal environmental protection agen-
cy specifically stating that the environmental
agency will not institute any legal proceedings
against the borrower or, in the event of a de-
fault, the development company or the Adminis-
tration based on the preexisting environmental
conditions: Provided further, That the borrower
shall agree to provide environmental agencies
access to the property for any reasonable and
necessary remediation efforts or inspections.”.

Subtitle C—Small Business Investment
Company Program
SEC. 241. 5-YEAR COMMITMENTS.

Section 20(a)(2) of the Small Business Act (15
U.S.C. 631 note) is amended in the last sentence
by striking ‘“‘the following fiscal year’” and in-
serting ‘‘any one or more of the 4 subsequent fis-
cal years”.

SEC. 242. PROGRAM REFORM.

(a) TAX DISTRIBUTIONS.—Section 303(g)(8) of
the Small Business Investment Act of 1958 (15
U.S.C. 683(g)(8)) is amended in the first sen-
tence—

(1) by inserting “, for each calendar quarter
or once annually, as the company may elect,”
after ‘‘the company may’’; and

(2) by inserting ‘“‘for the preceding quarter or
year’’ before the period.

(b) LEVERAGE FEE.—Section 303(i) of the Small
Business Investment Act of 1958 (15 U.S.C.
683(i)) is amended by striking *‘, payable upon”’
and all that follows before the period and in-
serting the following: “‘in the following manner:
1 percent upon the date on which the Adminis-
tration enters into any commitment for such le-
verage with the licensee, and the balance of 2
percent (or 3 percent in which case in which no
commitment has been entered into by the Ad-
ministration) on the date on which the leverage
is drawn by the licensee”.

(c) PERIODIC ISSUANCE OF GUARANTEES AND
TRUST CERTIFICATES.—Section 320 of the Small
Business Investment Act of 1958 (15 U.S.C. 687m)
is amended by striking ‘‘three months’ and in-
serting ‘‘6 months’”.

(d) INDEXING FOR LEVERAGE.—Section 303 of
the Small Business Investment Act of 1958 (15
U.S.C. 683) is amended—

(1) in subsection (b)—

(A) in paragraph (2), by adding at the end the
following:

“(D)(i) The dollar amounts in subparagraphs
(A), (B), and (C) shall be adjusted annually to
reflect increases in the Consumer Price Index es-
tablished by the Bureau of Labor Statistics of
the Department of Labor.

‘(i) The initial adjustments made under this
subparagraph after the date of enactment of the
Small Business Reauthorization Act of 1997
shall reflect only increases from March 31,
1993.””; and

(B) by striking paragraph (4) and inserting
the following:

““(4) MAXIMUM AGGREGATE AMOUNT OF LEVER-
AGE.—

“(A) IN GENERAL.—Except as provided in sub-
paragraph (B), the aggregate amount of out-
standing leverage issued to any company or
companies that are commonly controlled (as de-
termined by the Administrator) may not exceed
$90,000,000, as adjusted annually for increases
in the Consumer Price Index.
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““(B) EXCEPTIONS.—The Administrator may,
on a case-by-case basis—

‘(i) approve an amount of leverage that ex-
ceeds the amount described in subparagraph (A)
for companies under common control; and

““(ii) impose such additional terms and condi-
tions as the Administrator determines to be ap-
propriate to minimize the risk of loss to the Ad-
ministration in the event of default.

““(C) APPLICABILITY OF OTHER PROVISIONS.—
Any leverage that is issued to a company or
companies commonly controlled in an amount
that exceeds $90,000,000, whether as a result of
an increase in the Consumer Price Index or a
decision of the Administrator, is subject to sub-
section (d).””; and

(2) by striking subsection (d) and inserting the
following:

‘‘(d) REQUIRED CERTIFICATIONS.—

““(1) IN GENERAL.—The Administrator shall re-
quire each licensee, as a condition of approval
of an application for leverage, to certify in writ-
ing—

““(A) for licensees with leverage less than or
equal to $90,000,000, that not less than 20 per-
cent of the licensee’s aggregate dollar amount of
financings will be provided to smaller enter-
prises; and

““(B) for licensees with leverage in excess of
$90,000,000, that, in addition to satisfying the
requirements of subparagraph (A), 100 percent
of the licensee’s aggregate dollar amount of
financings made in whole or in part with lever-
age in excess of $90,000,000 will be provided to
smaller enterprises as defined in section 103(12).

““(2) MULTIPLE LICENSEES.—Multiple licensees
under common control (as determined by the
Administrator) shall be considered to be a single
licensee for purposes of determining both the ap-
plicability of and compliance with the invest-
ment percentage requirements of this sub-
section.””.

SEC. 243. FEES.

Section 301 of the Small Business Investment
Act of 1958 (15 U.S.C. 681) is amended by adding
the following:

““(d) FEES.—

““(1) IN GENERAL.—The Administration may
prescribe fees to be paid by each applicant for a
license to operate as a small business investment
company under this Act.

“(2) UsSE OF AMOUNTS.—Amounts collected
pursuant to this subsection shall be—

““(A) deposited in the account for salaries and
expenses of the Administration; and

‘“(B) available without further appropriation
solely to cover contracting and other adminis-
trative costs related to licensing.”’.

SEC. 244. EXAMINATION FEES.

Section 310(b) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 687b(b)) is amended
by inserting after the first sentence the follow-
ing: ‘““Fees collected under this subsection shall
be deposited in the account for salaries and ex-
penses of the Administration, and are author-
ized to be appropriated solely to cover the costs
of examinations and other program oversight ac-
tivities.””.

Subtitle D—Microloan Program
SEC. 251. MICROLOAN PROGRAM EXTENSION.

(a) LoAN LiIMITS.—Section 7(m)(3)(C) of the
Small Business Act (15 U.S.C. 636(m)(3)(C)) is
amended by striking “‘$2,500,000"" and inserting
“$3,500,000"".

(b) LoAN Loss RESERVE FUND.—Section
7(m)(3)(D) of the Small Business Act (15 U.S.C.
636(m)(3)(D)) is amended by striking clauses (i)
and (ii), and inserting the following:

“(i) during the initial 5 years of the
intermediary’s participation in the program
under this subsection, at a level equal to not
more than 15 percent of the outstanding balance
of the notes receivable owed to the intermediary;
and

““(ii) in each year of participation thereafter,
at a level equal to not more than the greater
of—
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“(1) 2 times an amount reflecting the total
losses of the intermediary as a result of partici-
pation in the program under this subsection, as
determined by the Administrator on a case-by-
case basis; or

“(11) 10 percent of the outstanding balance of
the notes receivable owed to the intermediary.”.

(c) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 7(m) of the Small Business Act (15 U.S.C.
636(m)) is amended—

(1) in the subsection heading,
““DEMONSTRATION"";

(2) by striking ‘““Demonstration’ each place
that term appears;

(3) by striking ‘‘demonstration’” each place
that term appears; and

(4) in paragraph (12), by striking ‘““during fis-
cal years 1995 through 1997 and inserting
““during fiscal years 1998 through 2000’".

SEC. 252. SUPPLEMENTAL MICROLOAN GRANTS.

Section 7(m)(4) of the Small Business Act (15
USC 636 (m)(4)) is amended by adding the fol-
lowing:

“(F)(i) The Administration may accept and
disburse funds received from another Federal
department or agency to provide additional as-
sistance to individuals who are receiving assist-
ance under the State program funded under
part A of title IV of the Social Security Act (42
USC 601 et seq.), or under any comparable
State-funded means-tested program of assist-
ance for low-income individuals.

““(ii) Grant proceeds are in addition to other
grants provided by this subsection and shall not
require the contribution of matching amounts to
be eligible. The grants may be used to pay or re-
imburse a portion of child care and transpor-
tation costs of individuals described in clause (i)
and for marketing, management and technical
assistance.

““(iii) Prior to accepting and distributing any
such grants, the Administration shall enter a
Memorandum of Understanding with the de-
partment or agency specifying the terms and
conditions of the grants and providing appro-
priate monitoring of expenditures by the
intermediary and ultimate grant recipient to in-
sure compliance with the purpose of the grant.

“(iv) On January 31, 1999, and annually
thereafter, the Administration shall submit to
the Committees on Small Business of the House
of Representatives and the Senate a report on
any monies distributed pursuant to the provi-
sions of this paragraph.

““(v) No funds are authorized to be provided to
carry out the grant program authorized by this
paragraph (F) except by transfer from another
Federal department or agency to the Adminis-
tration.”.

TITLE I1I—WOMEN'’S BUSINESS
ENTERPRISES
SEC. 301. REPORTS.

Section 404 of the Women’s Business Owner-
ship Act of 1988 (15 U.S.C. 631 note) is amend-
ed—

(1) by inserting “‘, through the Small Business
Administration,’” after ‘“transmit’’;

(2) by striking paragraph (1) and redesignat-
ing paragraphs (2) through (4) as paragraphs
(1) through (3), respectively; and

(3) in paragraph (1), as redesignated, by in-
serting before the semicolon the following: “‘, in-
cluding a status report on the progress of the
Interagency Committee in meeting its respon-
sibilities and duties under section 402(a)”’.

SEC. 302. COUNCIL DUTIES.

Section 406 of the Women’s Business Owner-
ship Act of 1988 (15 U.S.C. 631 note) is amend-
ed—

(1) in subsection (c), by inserting after ‘‘Ad-
ministrator” the following: ‘‘(through the As-
sistant Administrator for the Office of Women'’s
Business Ownership)’’; and

(2) in subsection (d)—

(A) in paragraph (4), by striking ““and’’ at the
end;

(B) in paragraph (5), by striking the period at
the end and inserting *‘; and’’; and

by striking
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(C) by adding at the end the following:

““(6) submit to the President and to the Com-
mittee on Small Business of the Senate and the
Committee on Small Business of the House of
Representatives, an annual report containing—

““(A) a detailed description of the activities of
the council, including a status report on the
Council’s progress toward meeting its duties out-
lined in subsections (a) and (d) of section 406;

“(B) the findings, conclusions, and rec-
ommendations of the Council; and

““(C) the Council’s recommendations for such
legislation and administrative actions as the
Council considers appropriate to promote the de-
velopment of small business concerns owned and
controlled by women.

“‘(e) SUBMISSION OF REPORTS.—The annual re-
port required by subsection (d) shall be submit-
ted not later than 90 days after the end of each
fiscal year.”.

SEC. 303. COUNCIL MEMBERSHIP.

Section 407 of the Women’s Business Owner-
ship Act of 1988 (15 U.S.C. 631 note) is amend-
ed—

(1) in subsection (a), by striking ““and Amend-
ments Act of 1994”” and inserting ‘“‘Act of 1997"’;

(2) in subsection (b)—

(A) by striking ““and Amendments Act of 1994’
and inserting ‘“‘Act of 1997"";

(B) by inserting after ‘‘the Administrator
shall”” the following: “‘, after receiving the rec-
ommendations of the Chair and the Ranking
Member of the Minority of the Committees on
Small Business of the House of Representatives
and the Senate,”’;

(C) by striking ““9”” and inserting ‘‘14°’;

(D) in paragraph (1), by striking ‘2’ and in-
serting “‘4’’;

(E) in paragraph (2)—

(i) by striking ““2’” and inserting “‘4”’; and

(ii) by striking “‘and’’ at the end;

(F) in paragraph (3)—

(i) by striking ‘5" and inserting “‘6”’; and

(ii) by striking “‘national’’.

SEC. 304. AUTHORIZATION OF APPROPRIATIONS.

Section 409 of the Women’s Business Owner-
ship Act of 1988 (15 U.S.C. 631 note) is amend-
ed—

(1) by striking ‘1995 through 1997’ and insert-
ing ‘1998 through 2000”’; and

(2) by striking “‘$350,000” and inserting
“$600,000, of which $200,000 shall be for grants
for research of women’s procurement or finance
issues.”.

SEC. 305. WOMEN’S BUSINESS CENTERS.

(a) IN GENERAL.—Section 29 of the Small Busi-
ness Act (15 U.S.C. 656) is amended to read as
follows:

“SEC. 29. WOMEN'S BUSINESS CENTERS.

““‘(a) DEFINITION.—For the purposes of this
section the term ‘small business concern owned
and controlled by women’, either startup or ex-
isting, includes any small business concern—

““(1) that is not less than 51 percent owned by
one or more women; and

““(2) the management and daily business oper-
ations of which are controlled by one or more
women.

“(b) AUTHORITY.—The Administration may
provide financial assistance to private organiza-
tions to conduct 5-year projects for the benefit
of small business concerns owned and controlled
by women. The projects shall provide—

“(1) financial assistance, including training
and counseling in how to apply for and secure
business credit and investment capital, prepar-
ing and presenting financial statements, and
managing cash flow and other financial oper-
ations of a business concern;

““(2) management assistance, including train-
ing and counseling in how to plan, organize,
staff, direct, and control each major activity
and function of a small business concern; and

““(3) marketing assistance, including training
and counseling in identifying and segmenting
domestic and international market opportuni-
ties, preparing and executing marketing plans,
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developing pricing strategies, locating contract
opportunities, negotiating contracts, and utiliz-
ing varying public relations and advertising
techniques.

‘‘(c) CONDITIONS OF PARTICIPATION.—

‘(1) NON-FEDERAL CONTRIBUTIONS.—AS a con-
dition of receiving financial assistance author-
ized by this section, the recipient organization
shall agree to obtain, after its application has
been approved and notice of award has been is-
sued, cash contributions from non-Federal
sources as follows:

“(A) In the first and second years, 1 non-Fed-
eral dollar for each 2 Federal dollars.

“(B) In the third year, 1 non-Federal dollar
for each Federal dollar.

““(C) In the fourth and fifth years, 2 non-Fed-
eral dollars for each Federal dollar.

““(2) FORM OF NON-FEDERAL CONTRIBUTIONS.—
Not more than one-half of the non-Federal sec-
tor matching assistance may be in the form of
in-kind contributions which are budget line
items only, including but not limited to office
equipment and office space.

““(3) FORM OF FEDERAL CONTRIBUTIONS.—The
financial assistance authorized pursuant to this
section may be made by grant, contract, or coop-
erative agreement and may contain such provi-
sion, as necessary, to provide for payments in
lump sum or installments, and in advance or by
way of reimbursement. The Administration may
disburse up to 25 percent of each year’s Federal
share awarded to a recipient organization after
notice of the award has been issued and before
the non-Federal sector matching funds are ob-
tained.

“(4) FAILURE TO OBTAIN PRIVATE FUNDING.—If
any recipient of assistance fails to obtain the re-
quired non-Federal contribution during any
project, it shall not be eligible thereafter for ad-
vance disbursements pursuant to paragraph (3)
during the remainder of that project, or for any
other project for which it is or may be funded by
the Administration, and prior to approving as-
sistance to such organization for any other
projects, the Administration shall specifically
determine whether the Administration believes
that the recipient will be able to obtain the reg-
uisite non-Federal funding and enter a written
finding setting forth the reasons for making
such determination.

““(d) CONTRACT AUTHORITY.—A women’s busi-
ness center may enter into a contract with a
Federal department or agency to provide specific
assistance to women and other underserved
small business concerns. Performance of such
contract should not hinder the women’s busi-
ness centers in carrying out the terms of the
grant received by the women’s business centers
from the Administration.

‘“(e) SUBMISSION OF 5-YEAR PLAN.—Each ap-
plicant organization initially shall submit a 5-
year plan to the Administration on proposed
fundraising and training activities, and a recip-
ient organization may receive financial assist-
ance under this program for a maximum of 5
years per women’s business center.

“(f) CRITERIA.—The Administration shall
evaluate and rank applicants in accordance
with predetermined selection criteria that shall
be stated in terms of relative importance. Such
criteria and their relative importance shall be
made publicly available and stated in each so-
licitation for applications made by the Adminis-
tration. The criteria shall include—

““(1) the experience of the applicant in con-
ducting programs or ongoing efforts designed to
impart or upgrade the business skills of women
business owners or potential owners;

““(2) the present ability of the applicant to
commence a project within a minimum amount
of time;

““(3) the ability of the applicant to provide
training and services to a representative number
of women who are both socially and economi-
cally disadvantaged; and

‘“(4) the location for the women’s business
center site proposed by the applicant.
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““(g) OFFICE OF WOMEN’S BUSINESS OWNER-
SHIP.—There is established within the Adminis-
tration an Office of Women’s Business Owner-
ship, which shall be responsible for the adminis-
tration of the Administration’s programs for the
development of women’s business enterprises (as
that term is defined in section 408 of the Wom-
en’s Business Ownership Act of 1988). The Of-
fice of Women’s Business Ownership shall be
administered by an Assistant Administrator,
who shall be appointed by the Administrator.

“(h) REPORT.—The Administrator shall pre-
pare and submit an annual report to the Com-
mittees on Small Business of the House of Rep-
resentatives and the Senate on the effectiveness
of all projects conducted under the authority of
this section. Such report shall provide informa-
tion concerning—

‘(1) the number of individuals receiving as-
sistance;

““(2) the number of startup business concerns
formed;

““(3) the gross receipts of assisted concerns;

““(4) increases or decreases in profits of as-
sisted concerns; and

““(5) the employment increases or decreases of
assisted concerns.

“(i) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$8,000,000 per year to carry out the projects au-
thorized by this section of which for fiscal year
1998 not more than 10 percent may be used for
administrative expenses related to the program.
Amounts appropriated pursuant to this sub-
section for fiscal year 1999 and later are to be
used exclusively for grant awards and not for
costs incurred by the Administration for the
management and administration of the program.
Notwithstanding any other provision of law, the
Administration may use such expedited acquisi-
tion methods as it deems appropriate, through
the Assistant Administrator of the Office of
Women’s Business Ownership, to achieve the
purposes of this section, except that the Admin-
istration shall ensure that all small business
sources are provided a reasonable opportunity
to submit proposals.”.

(b) APPLICABILITY.—ANy organization con-
ducting a 3-year project under section 29 of the
Small Business Act (15 U.S.C. 656) on the day
before the date of enactment of this Act, may ex-
tend the term of that project to a total term of
5 years and receive financial assistance in ac-
cordance with section 29(c) of the Small Busi-
ness Act (as amended by this title) subject to
procedures established by the Administrator in
coordination with the Office of Women’s Busi-
ness Ownership established under section 29 of
the Small Business Act (15 U.S.C. 656) (as
amended by this title).

SEC. 306. OFFICE OF WOMEN'S BUSINESS OWNER-
SHIP.

Section 29 of the Small Business Act (15 U.S.C.
656) is amended by adding at the end the follow-
ing:

““(J) ASSISTANT ADMINISTRATOR FOR THE OF-
FICE OF WOMEN’S BUSINESS OWNERSHIP.—

““(1) ESTABLISHMENT.—There is established the
position of Assistant Administrator for the Of-
fice of Women’s Business Ownership (hereafter
in this section referred to as the ‘Assistant Ad-
ministrator’) who shall serve without regard to
the provisions of title 5, United States Code,
governing appointments in the competitive serv-
ice.

““(2) RESPONSIBILITIES AND DUTIES.—

““(A) RESPONSIBILITIES.—The responsibilities
of the Assistant Administrator shall be to ad-
minister the programs and services of the Office
of Women’s Business Ownership established to
assist women entrepreneurs in the areas of—

‘(i) starting and operating a small business;

“(ii) development of management and tech-
nical skills;

““(iii) seeking Federal procurement opportuni-
ties; and

““(iv) increasing the opportunity for access to
capital.
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“(B) DuTIiEs.—Duties of the position of the
Assistant Administrator shall include—

““(i) administering and managing the Women’s
Business Centers program;

““(ii) recommending the annual administrative
and program budgets for the Office of Women’s
Business Ownership (including the budget for
the Women’s Business Centers);

““(iii) establishing appropriate funding levels
therefore;

““(iv) reviewing the annual budgets submitted
by each applicant for the Women’s Business
Center program,;

““(v) selecting applicants to participate in this
program;

““(vi) implementing this section;

““(vii) maintaining a clearinghouse to provide
for the dissemination and exchange of informa-
tion between Women’s Business Centers;

““(viii) serving as the vice chairperson of the
Interagency Committee on Women’s Business
Enterprise;

““(ix) serving as liaison for the National Wom-
en’s Business Council; and

“(x) advising the Administrator on appoint-
ments to the Women’s Business Council.

““(3) CONSULTATION REQUIREMENTS.—In carry-
ing out the responsibilities and duties described
in this subsection, the Assistant Administrator
shall confer with and seek the advice of the Ad-
ministration officials in areas served by the
Women’s Business Centers.

*‘(k) PROGRAM EXAMINATION.—

““(1) IN GENERAL.—Not later than 180 days
after the date of enactment of this subsection,
the Administration shall develop and implement
an annual programmatic and financial exam-
ination of each Women’s Business Center estab-
lished pursuant to this section.

““(2) EXTENSION OF CONTRACTS.—In extending
or renewing a contract with a Women’s Business
Center, the Administration shall consider the re-
sults of the examination conducted pursuant to
paragraph (1).

““(I) CONTRACT AUTHORITY.—The authority of
the Administration to enter into contracts shall
be in effect for each fiscal year only to the ex-
tent and in the amounts as are provided in ad-
vance in appropriations Acts. After the Admin-
istration has entered a contract, either as a
grant or a cooperative agreement, with any ap-
plicant under this section, it shall not suspend,
terminate, or fail to renew or extend any such
contract unless the Administration provides the
applicant with written notification setting forth
the reasons therefore and affording the appli-
cant an opportunity for a hearing, appeal, or
other administrative proceeding under chapter 5
of title 5, United States Code.”’.

TITLE IV—COMPETITIVENESS PROGRAM
SEC. 401. PROGRAM TERM.

Section 711(c) of the Small Business Competi-
tiveness Demonstration Program Act of 1988 (15
U.S.C. 644 note) is amended by striking *‘, and
terminate on September 30, 1997,

SEC. 402. MONITORING AGENCY PERFORMANCE.

Section 712(d)(1) of the Small Business Com-
petitiveness Demonstration Program Act of 1988
(15 U.S.C. 644 note) is amended to read as fol-
lows:

““(1) Participating agencies shall monitor the
attainment of their small business participation
goals on an annual basis. An annual review by
each participating agency shall be completed
not later than January 31 of each year, based
on the data for the preceding fiscal year, from
October 1 through September 30.”".

SEC. 403. SMALL BUSINESS PARTICIPATION IN
DREDGING.

Section 722(a) of the Small Business Competi-
tiveness Demonstration Program Act of 1988 (15
U.S.C. 644 note) is amended by striking ‘‘and
terminating on September 30, 1997”.

SEC. 404. TECHNICAL AMENDMENT.

Section 717 of the Small Business Competitive-
ness Demonstration Program Act of 1988 (15
U.S.C. 644 note) is amended—
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(1) by striking “‘standard industrial classifica-
tion code’ each time it appears and inserting in
lieu thereof ““North American Industrial Classi-
fication Code’’; and

(2) by striking ‘“‘standard industrial classifica-
tion codes’” each time it appears and inserting
in lieu thereof ““North American Industrial Clas-
sification Codes”.

TITLE V—MISCELLANEOUS PROVISIONS
SEC. 501. SMALL BUSINESS DEVELOPMENT CEN-

TERS.

(a) IN GENERAL.—Section 21(a) of the Small
Business Act (15 U.S.C. 648(a)) is amended—

(1) in paragraph (1), by inserting “any wom-
en’s business center operating pursuant to sec-
tion 29, after ““credit or finance corporation,’;

(2) in paragraph (3)—

(A) by striking ““, but with’’ and all that fol-
lows through ‘‘parties.” and inserting the fol-
lowing: “‘for the delivery of programs and serv-
ices to the Small Business community. Such pro-
grams and services shall be jointly developed,
negotiated, and agreed upon, with full partici-
pation of both parties, pursuant to an executed
cooperative agreement between the Small Busi-
ness Development Center applicant and the Ad-
ministration.”’; and

(B) by adding at the end the following:

“(C) On an annual basis, the Small Business
Development Center shall review and coordinate
public and private partnerships and cosponsor-
ships with the Administration for the purpose of
more efficiently leveraging available resources
on a National and a State basis.”’;

(3) in paragraph (4)(C)—

(A) by striking clause (i) and inserting the fol-
lowing:

““(i) IN GENERAL.—

“(1) MAXIMUM AMOUNT.—Except as provided
in clause (ii), and subject to subclause (I1) of
this clause, the amount of a grant received by a
State under this section shall not exceed greater
of—

‘‘(aa) $500,000; and

““(bb) the State’s pro rata share of a national
program, based upon the population of the State
as compared to the total population of the Unit-
ed States.

“(I1) EXCEPTION.—Subject to the availability
of amounts made available in advance in an ap-
propriations Act to carry out this section for
any fiscal year in excess of amounts so provided
for fiscal year 1997, the amount of a grant re-
ceived by a State under this section shall not ex-
ceed the greater of $500,000, and the sum of—

‘“(aa) the State’s pro rata share of a national
program, based upon the population of the State
as compared to the total population of the Unit-
ed States; and

““(bb) and $300,000 in fiscal year 1998, $400,000
in fiscal year 1999, and $500,000 in each fiscal
year thereafter.”’; and

(B) in clause (iii), by striking ““(iii)”” and all
that follows through *“1997.”” and inserting the
following:

““(iii) NATIONAL PROGRAM.—The national pro-
gram under this section shall be—

(1) $85,000,000 for fiscal year 1998;

““(11) $90,000,000 for fiscal year 1999; and

““(111) $95,000,000 for fiscal year 2000 and each
fiscal year thereafter.”’; and

(4) in paragraph (6)—

(A) in subparagraph (A), by striking ‘“‘and’ at
the end;

(B) in subparagraph (B), by striking the
comma at the end and inserting *‘; and’’; and

(C) inserting after subparagraph (B) the fol-
lowing:

“(C) with outreach, development, and en-
hancement of minority-owned small business
startups or expansions, veteran-owned small
business startups or expansions, and women-
owned small business startups or expansions, in
communities impacted by base closings or mili-
tary or corporate downsizing, or in rural or un-
derserved communities;”’.

(b) SBDC SERVICES.—Section 21(c) of the
Small Business Act (15 U.S.C. 648(c)) is amend-
ed—
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(1) in paragraph (3)—

(A) in subparagraph (A), by striking ‘‘busi-
nesses;’”” and inserting ‘‘businesses, including—

“(i) working with individuals to increase
awareness of basic credit practices and credit re-
gquirements;

‘(i) working with the Administration to de-
velop and provide informational tools for use in
working with individuals on pre-business start-
up planning, existing business expansion, busi-
ness plans, financial packages, credit applica-
tions, contract proposals, and export planning;
and

““(iii) working with individuals referred by the
local offices of the Administration and Adminis-
tration participating lenders;’’;

(B) in each of subparagraphs (B), (C), (D),
(B), (F), (G), (M), (N), (O), (Q), and (R) by mov-
ing each margin two ems to the left;

(C) in subparagraph (C), by inserting ‘“‘and
the Administration’ after “‘Center’’;

(D) in subparagraph (Q), by striking ‘‘and’” at
the end;

(E) in subparagraph (R), by striking the pe-
riod at the end and inserting *‘; and’’; and

(2) in paragraph (5)—

(A) by moving the margin 2 ems to the left;

(B) by striking “‘paragraph (a)(1)’’ and insert-
ing “‘subsection (a)(1)’;

(C) by striking ‘“‘which ever” and inserting
“whichever’’; and

(D) by striking ““last,,”” and inserting ‘“‘last,”’;

(3) by redesignating paragraphs (4) through
(7) as paragraphs (5) through (8), respectively;
and

(4) in paragraph (3), in the undesignated ma-
terial following subparagraph (S) (as added by
this subsection), by striking ‘““‘A small”” and in-
serting the following:

“(4) A small”’.

(c) COMPETITIVE AWARDS.—Section 21(l) of the
Small Business Act (15 U.S.C. 648(l)) is amended
by adding at the end the following: ““If any con-
tract under this section is not renewed or ex-
tended, award of the succeeding contract shall
be made on a competitive basis.””.

(d) PROHIBITION ON CERTAIN FEES.—Section
21 of the Small Business Act (15 U.S.C. 648) is
amended by adding at the end the following:

““(m) PROHIBITION ON CERTAIN FEES.—A small
business development center shall not impose or
otherwise collect a fee or other compensation in
connection with the provision of counseling
services under this section.””.

SEC. 502. SMALL BUSINESS EXPORT PROMOTION.

(a) IN GENERAL.—Section 21(c)(3) of the Small
Business Act (15 U.S.C. 648(c)(3)) is amended by
inserting after subparagraph (R) the following:

““(S) providing small business owners with ac-
cess to a wide variety of export-related informa-
tion by establishing on-line computer linkages
between small business development centers and
an international trade data information net-
work with ties to the Export Assistance Center
program.”’.

(b) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to carry
out section 21(c)(3)(S) of the Small Business Act
(15 U.S.C. 648(c)(3)(S)), as added by this section,
$1,500,000 for each of fiscal years 1998 and 1999.
SEC. 503. PILOT PREFERRED SURETY BOND

GUARANTEE PROGRAM EXTENSION.

Section 207 of the Small Business Administra-
tion Reauthorization and Amendment Act of
1988 (15 U.S.C. 694b note) is amended by striking
‘“‘September 30, 1997”’ and inserting ‘‘September
30, 2000"".

SEC. 504. VERY SMALL BUSINESS CONCERNS.

Section 304(i) of Public Law 103-403 (15 U.S.C.
644 note) is amended by striking ‘1998’ and in-
serting ‘2000,

SEC. 505. EXTENSION OF COSPONSORSHIP AU-
THORITY.

Section 401(a)(2) of the Small Business Admin-
istration Reauthorization and Amendments Act
of 1994 (15 U.S.C. 637 note) is amended by strik-
ing “‘September 30, 1997’ and inserting ‘‘Septem-
ber 30, 2000".
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SEC. 506. TRADE ASSISTANCE PROGRAM FOR
SMALL BUSINESS CONCERNS
HARMED BY NAFTA.

The Small Business Administration shall co-
ordinate assistance programs currently adminis-
tered by the Administration to counsel small
business concerns harmed by the North Amer-
ican Free Trade Agreement to aid such concerns
in reorienting their business purpose.

TITLE VI—SERVICE DISABLED VETERANS
SEC. 601. PURPOSES.

The purposes of this title are—

(1) to foster enhanced entrepreneurship
among eligible veterans by providing increased
opportunities;

(2) to vigorously promote the legitimate inter-
ests of small business concerns owned and con-
trolled by eligible veterans; and

(3) to ensure that those concerns receive fair
consideration in purchases made by the Federal
Government.

SEC. 602. DEFINITIONS.

For purposes of this title, the following defini-
tions apply:

(1) ADMINISTRATION.—The term ‘“‘Administra-
tion”” means the Small Business Administration.

(2) ADMINISTRATOR.—The term ‘‘Adminis-
trator’”” means the Administrator of the Small
Business Administration.

(3) ELIGIBLE VETERAN.—The term ‘‘eligible
veteran’” means a disabled veteran, as defined
in section 4211(3) of title 38, United States Code.

(4) SMALL BUSINESS CONCERN OWNED AND CON-
TROLLED BY ELIGIBLE VETERANS.—The term
“small business concern owned and controlled
by eligible veterans’ means a small business
concern (as defined in section 3 of the Small
Business Act)—

(A) which is at least 51 percent owned by 1 or
more eligible veteran, or in the case of a publicly
owned business, at least 51 percent of the stock
of which is owned by 1 or more eligible veteran;
and

(B) whose management and daily business op-
erations are controlled by eligible veterans.

SEC. 603. REPORT BY SMALL BUSINESS ADMINIS-
TRATION.

(a) STUDY AND REPORT.—Not later than 6
months after the date of the enactment of this
Act, the Administrator shall conduct a com-
prehensive study and issue a final report to the
Committees on Small Business of the House of
Representatives and the Senate containing find-
ings and recommendations of the Administrator
on—

(1) the needs of small business concerns owned
and controlled by eligible veterans;

(2) the availability and utilization of Adminis-
tration programs by small business concerns
owned and controlled by eligible veterans;

(3) the percentage, and dollar value, of Fed-
eral contracts awarded to small business con-
cerns owned and controlled by eligible veterans
in the preceding 5 fiscal years; and

(4) methods to improve Administration and

other programs to serve the needs of small busi-
ness concerns owned and controlled by eligible
veterans.
The report also shall include recommendations
to Congress concerning the need for legislation
and recommendations to the Office of Manage-
ment and Budget, relevant offices within the
Administration, and the Department of Veterans
Affairs.

(b) ConDUCT OF STUDY.—In carrying out sub-
section (a), the Administrator—

(1) may conduct surveys of small business con-
cerns owned and controlled by eligible veterans
and service disabled veterans, including those
who have sought financial assistance or other
services from the Administration;

(2) shall consult with the appropriate commit-
tees of Congress, relevant groups and organiza-
tions in the non-profit sector, and Federal or
State government agencies; and

(3) shall have access to any information with-
in other Federal agencies which pertains to such
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veterans and their small businesses, unless such
access is specifically prohibited by law.
SEC. 604. INFORMATION COLLECTION.

After the date of issuance of the report re-
quired by section 603, the Secretary of Veterans
Affairs shall, in consultation with the Assistant
Secretary for Veterans’ Employment and Train-
ing and the Administrator, engage in efforts
each fiscal year to identify small business con-
cerns owned and controlled by eligible veterans
in the United States. The Secretary shall inform
each small business concern identified under
this section that information on Federal pro-
curement is available from the Administrator.
SEC. 605. STATE OF SMALL BUSINESS REPORT.

Section 303(b) of the Small Business Economic
Policy Act of 1980 (15 U.S.C. 631b(b)) is amended
by striking ‘‘and female-owned businesses’’ and
inserting “‘, female-owned, and veteran-owned
businesses”.

SEC. 606. LOANS TO VETERANS.

Section 7(a) of the Small Business Act (15
U.S.C. 636(a)) is amended by inserting after
paragraph (7) the following:

*“(8) The Administration is empowered to make
loans under this subsection to small business
concerns owned and controlled by disabled vet-
erans. For purposes of this paragraph, the term
‘disabled veteran’ shall have the meaning such
term has in section 4211(3) of title 38, United
States Code.”.

SEC. 607. ENTREPRENEURIAL TRAINING, COUN-
SELING, AND MANAGEMENT ASSIST-
ANCE.

The Administrator shall take such actions as
may be necessary to ensure that small business
concerns owned and controlled by eligible veter-
ans have access to programs established under
the Small Business Act which provide entre-
preneurial training, business development as-
sistance, counseling, and management assist-
ance to small business concerns. Such programs
include the Small Business Development Center,
Small Business Institute, Service Corps of Re-
tired Executives (SCORE), and Active Corps of
Executives (ACE) programs.

SEC. 608. GRANTS FOR ELIGIBLE VETERANS OUT-
REACH PROGRAMS.

Section 8(b) of the Small Business Act (15
U.S.C. 637(b)) is amended—

(1) by striking “‘and’’ at the end of paragraph
(15);

(2) by striking the period at the end of the
first paragraph (16) and inserting *‘; and’’;

(3) by striking the second paragraph (16); and

(4) by adding at the end the following new
paragraph:

““(17) to make grants to, and enter into con-
tracts and cooperative agreements with, edu-
cational institutions, private businesses, veter-
ans’ nonprofit community-based organizations,
and Federal, State, and local departments and
agencies for the establishment and implementa-
tion of outreach programs for disabled veterans,
as defined in section 4211(3) of title 38, United
States Code.”.

SEC. 609. OUTREACH FOR ELIGIBLE VETERANS.

The Administrator, the Secretary of Veterans
Affairs, and the Assistant Secretary of Labor for
Veterans’ Employment and Training shall de-
velop and implement a program of comprehen-
sive outreach to assist eligible veterans. Such
outreach shall include business training and
management assistance, employment and reloca-
tion counseling, and dissemination of informa-
tion on veterans benefits and veterans entitle-
ments.

TITLE VII—SMALL BUSINESS
TECHNOLOGY TRANSFER PROGRAM
SEC. 701. AMENDMENTS.

Section 9 of the Small Business Act (15 U.S.C.
638) is amended—

(1) in subsection (b)(7), by inserting ‘*, and the
Committee on Science’” after “‘of the Senate’’;

(2) in subsection (e)(4)(A) by striking “‘(ii)”’;

(3) in subsection (e)(6)(B), by inserting ‘‘agen-
cy’’ after “‘to meet particular’’;
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(4) in subsection (n)(1)(C), by striking ‘‘and
1997’ and inserting in lieu thereof ‘‘through
20007;

(5) in subsection (0)—

(A) by redesignating paragraphs (8) through
(11) as paragraphs (10) through (13), respec-
tively; and

(B) by inserting after paragraph (7) the fol-
lowing new paragraphs:

““(8) include, as part of its annual perform-
ance plan as required by section 1115(a) and (b)
of title 31, United States Code, a section on its
STTR program, and shall submit such section to
the Committee on Small Business of the Senate,
and the Committee on Science and the Commit-
tee on Small Business of the House of Rep-
resentatives;

““(9) collect such data from awardees as is nec-
essary to assess STTR program outputs and out-
comes;’’; and

(6) by adding at the end the following new
subsections:

““(s) OUTREACH PROGRAM.—Within 90 days
after the date of the enactment of this sub-
section, the Administrator shall develop and
begin implementation of an outreach program to
encourage increased participation in the STTR
program of small business concerns, universities,
and other research institutions located in States
in which the total number of STTR awards for
the previous 2 fiscal years is less than 20.

““(t) INCLUSION IN STRATEGIC PLANS.—Program
information relating to the SBIR and STTR pro-
grams shall be included by Federal agencies in
any updates and revisions required under sec-
tion 306(b) of title 5, United States Code.”".

AMENDMENT NO. 1543
(Purpose: To provide a complete substitute)

Mr. BOND. Mr. President, | move to
concur in the House amendment with
an amendment which is at the desk.

The PRESIDING OFFICER.
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Missouri [Mr. BOND] pro-
poses an amendment numbered 1543.

(The text of the amendment is lo-

The

cated in today’s RECORD under
“Amendments Submitted.”’)
Mr. BOND. Mr. President, | advise

my colleagues that after long negotia-
tions, | think we have reached an
agreement on the measure to reauthor-
ize the Small Business Administration
for the next 3 fiscal years to continue
vitally important programs and to add
new programs which we think will be
of significant benefit to our country.
The measure before us now is similar
to the bill we passed in early Septem-
ber, and it includes changes passed by
the House of Representatives.

The negotiations have been very de-
tailed, and we think if we can get to
passage of this measure on the House
side prior to the adjournment for the
remainder of the calendar year that
our Nation’s small businesses will be
greatly aided by this bill.

There are certain programs in the
Small Business Administration that
need to be reauthorized, and that can-
not occur without this legislation.
Some of the loan programs will con-
tinue even without the reauthoriza-
tion, but the Small Business Tech-
nology Transfer Program, known as
STTR, the Microloan Program, the 504
Loan Program, the Small Business
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Competitiveness Demonstration Pro-
gram, and SBA’s cosponsorship author-
ity will expire if there is no reauthor-
ization passed and signed by the Presi-
dent.

In addition, the measure that we
passed unanimously in early Septem-
ber includes provisions relating to the
very important issue of bundling of
large Federal contracts. The bill adds a
new outreach program for disabled vet-
erans. It also includes significant
changes in the Microloan Program,
which was a top priority of Senator
KERRY and others. The bill contains
my HUBZones Program which is de-
signed to encourage small businesses to
provide welfare-to-work opportunities
in inner cities and in rural areas of
high unemployment by providing small
business  contracts  set-asides in
HUBZones, which are historically
underutilized business zones marked by
high rates of poverty and high rates of
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HUBZone Program can do a tremen-
dous amount to assist us in the goal
which | think is generally agreed upon
around here, and that is to provide
more opportunities for people who need
want to move from welfare or depend-
ency upon public assistance to gainful
employment.

Mr. President, I am very pleased that
we can accomplish passage of this im-
portant legislation today. We hope that
the House will move on it expeditiously
next week so that we can get the meas-
ure to the President for his signature
before we adjourn for the year.

Mr. President, | ask unanimous con-
sent that a joint explanatory state-
ment describing this bill be printed in
the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

JOINT EXPLANATORY STATEMENT
The bill establishes authorizations of ap-
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ness Administration, creates a new program,
and makes a number of changes in existing
programs.

TITLE 1. AUTHORIZATIONS

In Title I, the bill authorizes appropria-
tions for SBA’s several business loan pro-
grams and for certain business development
programs for Fiscal Years 1998, 1999, and 2000.
Included among the loan programs are sec-
tion 7(a) loan guarantees, 7(a)(21) defense
conversion loan guarantees, Microloans,
Small Business Investment Company (SBIC)
debentures, and SBIC Participating Securi-
ties. Also included in this Title is a “‘such
sums as may be necessary’’ authorization of
appropriations for SBA business and home-
owner disaster loans, which are direct loans
made to individuals and businesses in com-
munities which have been affected by natu-
ral disasters.

Except for disaster loan funding, the au-
thorization levels with respect to funding for
SBA loan programs, and certain business de-
velopment programs, are set forth in the fol-

unemployment. We believe the propriation for programs of the Small Busi- lowing chart.
Program Levels for SBA Reauthorization Bill
[In millions]
Current Level SBA 3 Year Authorization Request Reauthorization Bill
Program FY 98
FY 97 Budget 1998 1999 2000 1998 1999 2000
Request
7(a) $10.3 $8.5 $10 $11 $13 $12,000  $13,000 $14,500
504 2.65 23 3 35 45 3,000 3,500 4,500
SBIC:
Debentures 300 376 450 550 650 600 700 800
Participating Securities 410 456 600 700 850 700 800 900
Microloan:
Technical Assistance 13 16.5 42 65.8 86.7 40 40 40
Direct Loans 24 19 60 60 60 60 60 60
GL | Loans 19 25 40 40 40 40 40 40
Delta 48 88 1 1 1,000 1,000 1,000 1,000
Surety Bond Guarantee 1,800 1,700
General Program N/A N/A 1,350 1,350 1,350 1,350 1,350 1,350
Preferred Program N/A N/A 650 650 650 650 650 650
SCORE 33 35 39 42 45 4 45 5
SBDC Base Closure Assistance 2 15 15 15 15 15 15
Women's Business Centers 4 4 4 4 4 8 8 8

TITLE 11: FINANCIAL ASSISTANCE PROGRAMS
Subtitle A—Microloan Program
Section 201. Microloan Program.

The bill authorizes the direct microloan
program, including the technical assistance
grants, as a permanent program and extends
the guaranteed microloan program through
Fiscal Year 2000. In doing so, the Congress
recognizes the effectiveness of these pro-
grams and the integral role they play in
SBA’s array of small business financial as-
sistance programs. In order to maintain the
financial integrity and success of the pro-
grams, including the  welfare-to-work
microloan initiative authorized by section
202 of this bill, SBA should continue to ad-
minister the programs through its offices
charged with management and oversight of
small business finance programs.

The bill makes a number of changes to the
permanent program, including: 1) increases
the loan limit for each intermediary under
the microloan program from $2,500,000 to
$3,500,000; 2) changes the loan loss reserve re-
quirements for an experienced microloan
intermediary to the greater of twice its his-
toric loss rate or 10 percent of its outstand-
ing loan balance; 3) increases from 15 percent
to 25 percent the percentage of a technical
assistance grant that may be used for
microloan program participants prior to
their receipt of a microloan; and 4) author-
izes up to 25 percent of the technical assist-
ance grants to be used for contracting with
third parties to provide assistance to micro-
borrowers.

Section 202. Welfare-to-Work Microloan Initia-
tive.

The bill establishes a Welfare-to-Work
Microloan Initiative, a three-year initiative
to test the feasibility of providing supple-
mental grants to existing microloan
intermediaries and technical assistance pro-
viders specifically targeted to helping indi-
viduals leave public assistance and establish
their own businesses. While this initiative is
not expected to be appropriate for all indi-
viduals seeking to leave public assistance,
testimony before the Senate Committee in-
dicated that in the state of lowa microloan
technical assistance has been one useful tool
for assisting some in this population to es-
tablish small businesses. By authorizing 20
locations to target the welfare population,
this initiative is intended to test the effec-
tiveness of this tool in all regions of the
country. The bill requires an annual evalua-
tion of the initiative and its effectiveness in
moving individuals from public assistance to
business ownership.

The bill also authorizes supplemental
grants to be used, at the discretion of the
intermediary or technical assistance pro-
vider, to pay all or a portion of the child care
or transportation costs of an individual par-
ticipating in this initiative. These costs are
often identified as the highest barriers to the
employment of welfare recipients. To en-
courage the creation of small businesses in
these key areas, the bill authorizes the
microloan program to assist individuals who
are starting or operating a for-profit or non-
profit child care establishment or a for-prof-
it transportation business.

The bill authorizes SBA to fund the supple-
mental microloan technical assistance
grants solely through transfers by coopera-
tive agreements with other Federal depart-
ments or agencies which have appropriated
funds for the purpose of moving individuals
from public assistance to employment. The
Small Business Administration is authorized
to receive $3 million for Fiscal Year 1998, $4
million for Fiscal Year 1999, and $5 million
for Fiscal Year 2000 for the welfare-to-work
microloan initiative.

Subtitle B—Small Business Investment Company
Program

Section 211. Five Year Commitments for SBICs
at Option of Administrator.

The bill gives the Administrator of SBA
authority to make five year leverage com-
mitments for SBICs. This new authority is
designed to assist SBICs in raising private
capital, which is matched with government
guaranteed capital to be invested in small
businesses. By allowing SBA to approve five
year commitments, an SBIC will be able to
obtain leverage commitments based on its
typical investment pattern, which normally
allows for all investments to be made during
the first five years of the SBIC’s life-cycle.

Section 212. Fees.

The bill includes a provision to permit
SBA to collect fees from applicants for a li-
cense under the SBIC Program. It permits
SBA to retain these funds to offset its over-
head to conduct a review of each applicant.



S11524

Section 213. Small
pany Reform.

Business Investment Com-

(a) Bank Investments

This subsection modifies the Small Busi-
ness Investment Act of 1958 to allow banks to
continue to invest in SBICs, whether the
SBIC is organized as a corporation, partner-
ship, or limited liability company. This pro-
vision expressly permits banks to invest in
entities established to invest solely in
SBICs, with no requirement that such enti-
ties be registered investment companies.
Currently, the Small Business Investment
Act only provides that banks may purchase
stock from SBICs; however, many SBICs are
now organized as limited liability companies
and partnerships which do not have stock,
and some banks may want to structure their
SBIC investments through a separately man-
aged ‘“fund of funds’’ to diversify among sev-
eral different SBICs. This provision will per-
mit such investments.

(b) Leverage Cap

Section 213 provides for a $30 million cap
on leverage to an individual SBIC or mul-
tiple SBICs under common control to be ad-
justed annually for inflation. Under this sub-
section, recipients of leverage in excess of
$90 million would agree to invest all leverage
obtained above this cap in ‘“‘smaller busi-
nesses,”” which are defined as small busi-
nesses having $2 million or less in revenues
and $6 million or less in net worth. The $90
million cap will be adjusted annually for in-
flation.

(c) Tax Distributions

Because the majority of the SBICs are
partnerships, this subsection permits SBICs
to make quarterly distributions to its inves-
tors (i.e., partners) to meet the investors’
tax obligations. This quarterly distribution
is designed to cover the situation where in-
vestors are making quarterly tax payments
to the Federal government. If the SBIC’s tax
liability is not as great as estimated, the
quarterly tax distributions are applied to the
following tax year.

(d) Leverage Fee

Under this subsection, SBICs will be re-
quired to pay a 1 percent commitment fee at
the time SBA makes a commitment for le-
verage, and the balance of 2 percent will be
paid on the amount of leverage as it is peri-
odically drawn by the SBIC. If SBA made no
prior commitment to the SBIC for leverage,
the entire 3 percent fee is paid at the time
that leverage is drawn by the SBIC.

(e) Periodic Issuance of Guarantees and
Trust Certificates

Subsection (e) will permit SBA to pool and
sell debentures to investors every six
months. This is a change from current law
which requires SBA to pool and sell deben-
tures every three months. Current law has
caused difficulties for SBA in producing suf-
ficiently large and diverse pools of deben-
tures that are most attractive to investors.
This change will allow for large pools, which
should generate greater investment interest
and more favorable interest rates for SBICs.
Under this subsection, SBA will retain the
discretion to pool and sell debentures more
frequently, if there is sufficient demand.

Section 214. Examination Fees.

This section would permit SBA to collect
fees from SBICs to defray costs for SBA to
conduct periodic examinations of SBICs. It is
the intention of the Conferees that these
funds be available to SBA solely to cover the
costs of the examinations and other related
oversight activities.

CONGRESSIONAL RECORD —SENATE

Subtitle C—Certified Development Company
Program
Section 221. Loans for Planned Acquisition,
Construction, Conversion, and Expansion
The bill permits a borrower under the 504
Program to lease out 20 percent of the
project to one or more other tenants. This
new authorization will allow the 504 bor-
rower to attract an unaffiliated tenant to its
project that would complement the borrow-
er’s business activity. The bill also permits
the seller to provide partial financing to the
504 borrower, so long as the seller subordi-
nates its interest in the property to that of
the SBA. The seller’s financing is limited to
no more than 50 percent of the equity that
must be provided to the project by the bor-
rower.

Section 222. Development Company Debentures

The bill permits SBA to collect a fee of up
to 15/16ths of 1 percent fee through Fiscal
Year 2000, paid by the 504 borrower annually
on the outstanding principal owed on the
loan guaranteed by SBA. The bill directs
that the fee paid by the 504 borrower be re-
duced by SBA in an amount to insure that
excessive fees are not collected by SBA from
504 borrowers if the credit subsidy rate is re-
duced.

Section 223. Premier Certified Lenders Program

The bill expands the Premier Certified
Lenders Program by repealing the current
limit of 15 CDCs that can participate under
the program. The responsibilities of a PCLP
participant are expanded to include in addi-
tion to approving loans, authorizing, closing,
servicing, foreclosing, litigating and lig-
uidating loans. The bill recognizes that the
Administration has a legitimate oversight
interest in law suits to which a premier cer-
tified lender is a party. The bill anticipates
that SBA will interject its views on a case of
first impression or other litigation of a
precedent setting nature and may request a
litigation plan to evaluate the litigation
strategy of the PCLP participant. In addi-
tion, the bill extends eligibility for the
PCLP Program once a CDC has been an ac-
tive participant in the accredited lenders
program during the 12 month period preced-
ing the date the CDC submits its application.

The bill modifies current law that requires
the premier lender to maintain a loss reserve
of 10 percent of the CDCs exposure. SBA is
directed to review CDCs on a regular basis to
confirm that those with loan loss rates
greater than 10 percent do not expose the
Federal government to a risk of loss. SBA
should take appropriate steps to insure that
CDCs with loss rates in excess of 10 percent
do not pose a risk of loss to the government.

The bill permits the premier lenders to
maintain their loss reserves using segregated
funds on deposit in federally insured institu-
tions, or they can provide irrevocable letters
of credit in a format acceptable to the SBA.
If a loss has been sustained by the SBA, and
funds are disbursed from the loss reserve to
reimburse SBA for the CDC’s share of the
loss, the CDC must replenish the reserve ac-
count within 30 days.

The bill provides that each premier lender
is to establish a goal of processing not less
than 50 percent of their loan applications
under the PCLP and extends the program
through October 1, 2000. With respect to the
processing goal, the Congress intends the
goal as a target only, and expects Commu-
nity Development Companies to use prudent
judgment at all times in determining which
applications are appropriate for processing
under the streamlined PCLP procedures.
This judgment should not be influenced by
the 50 percent goal. The bill also requires
SBA to promulgate regulations to carry out
these changes within 120 days of enactment

October 31, 1997

of this bill. Within 150 days after the date of
enactment of this bill, SBA is to issue pro-
gram guidelines and fully implement
changes contained in this section.

7(a) Guaranteed Business Loan Program

The bill authorizes SBA to conduct back-
ground ‘“‘name’” checks on all prospective
7(a) and 504 borrowers using the best avail-
able means possible, including the Federal
Bureau of Investigation, National Crime In-
formation Center (NCIC), computer system if
it is available. Although the presence of a
criminal record does not act as an absolute
bar to participation in the SBA’s loan pro-
grams, the Congress is concerned that per-
sons convicted of fraud, embezzlement, and
similar crimes may have access to SBA
loans. Congress is also concerned that, in
conducting these checks, undue delay in loan
approvals will be detrimental to small busi-
ness borrowers and to the programs’ viabil-
ity. In implementing this authority, the SBA
should explore the effectiveness of a sam-
pling methodology provided that all prospec-
tive borrowers are required to provide the in-
formation necessary to enable such a check
to be conducted.

The bill directs SBA to undertake a study
on its efforts to increase lender approval,
servicing, foreclosure, liquidation and litiga-
tion of 7(a) loans and to report to the Con-
gress within six months of enactment of this
Act.

The bill includes a requirement that SBA
submit a detailed report to the Congress and
the General Accounting Office on its plans
for installation of a computerized financial
tracking and loan monitoring system. SBA
is directed to report to the House and Senate
Committees on Small Business and the Gen-
eral Accounting Office within six months of
the enactment of this Act. No funds can be
obligated or spent on this system until 45
days after the report is received by the Com-
mittees and GAO.

TITLE 111: WOMEN’S BUSINESS ENTERPRISES

Title 111 addresses the non-credit programs
that serve women who own or seek to start
their own business.

Section 301. Interagency Committee Participa-
tion

The bill provides that each designee to the
Interagency Committee report directly to
the head of their respective agency on the
status of the Interagency Committee’s ac-
tivities.

The bill does not authorize appropriations
to support the activities of the Interagency
Committee. The agencies and departments
on the Interagency Committee are to allo-
cate existing personnel and resources to sup-
port participation on the Interagency Com-
mittee.

Section 302. Reports

The bill directs the Interagency Commit-
tee to transmit its annual report to Congress
and the President through the SBA. This sec-
tion deletes the requirement that the Inter-
agency Committee’s report include rec-
ommendations from the National Women’s
Business Council and requires that the re-
port address the Committee’s efforts to meet
its statutory duties.

Section 303. Duties of the National Women’s
Business Council

In order to remove an inconsistency in cur-
rent law, the bill directs the National Wom-
en’s Business Council to submit its rec-
ommendations and reports to the Adminis-
trator of the SBA through the Assistant Ad-
ministrator for the Office of Women’s Busi-
ness Ownership. The bill requires the Council
to report annually to Congress and the Presi-
dent, and it must include a status report on
the Council’s efforts to fulfill its duties
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under sections 406 (a) and (d) of the Small
Business Act.
Section 304. Council Membership

Under the bill, the SBA Administrator is
to appoint the Council members after re-
viewing the recommendations of the Chair-
men and Ranking Minority Members of the
Committees on Small Business in the Senate
and House of Representatives. The Adminis-
trator shall give full consideration to the
recommendations provided by the Chairmen
and Ranking Minority Members. This is to
enhance the Council’s ability to fulfill its
role as an independent advisory body to the
Congress, the President and the Adminis-
trator through the Assistant Administrator
of the Office of Women’s Business Ownership.

The bill establishes staggered terms for the
Council members.

The bill expands the Council to 14 mem-
bers, plus a chair who should be a prominent
business woman appointed by the President.
Under current law, there are nine members
(four business owners and five women'’s busi-
ness organizations’ representatives). The bill
increases the number of women business
owners to eight and increases the number of
representatives of women’s business organi-
zations to six and includes language ex-
pressly recognizing that this category is to
include representatives of local Women’s
Business Centers. The bill removes the word
“national” as a qualifier for the type of or-
ganizations that can be represented on the
Council. The bill also directs the SBA Ad-
ministrator to give appropriate consider-
ation to rural versus urban diversity when
selecting Council members.
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Section 305. Authorization for Appropriations.

The bill authorizes the appropriation of
$600,000 for Fiscal Years 1998 through 2000
with $200,000 targeted for research on wom-
en’s procurement and finance issues as au-
thorized in section 306 and 307. Any funds ap-
propriated under this section are to be used
solely for the activities and duties of the
Council, and the Council is required to re-
view and approve its operating and research
budget each year.

Prior to funds being appropriated for re-
search under section 307, the Council shall
provide the Senate and House Committees on
Small Business with a description of the pro-
posed research study and resulting report.
Such proposals are to be delivered to the
Committees with SBA’s annual budget re-
quest.

Section 306. National Women’s Business Council
Procurement Project.

The bill authorizes the National Women’s
Business Council to conduct a study of issues
related to Federal procurement opportuni-
ties for businesses controlled and owned by
women.

Although women-owned business now rep-
resent over %rd of all businesses, they re-
ceive a minute share of Federal procurement
dollars. In 1994, the Federal Acquisition
Streamlining Act (FASA) established a mod-
est government-wide goal of 5 percent for
Federal contracts being awarded to women-
owned businesses. The study directed by this
bill is to gain a greater understanding of the
Federal government’s poor performance in
working with this growing sector. Specifi-
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cally, the National Women’s Business Coun-
cil is to conduct a study of the Federal gov-
ernment’s procurement history in attracting
and awarding contracts to women-owned
business using existing data collected by
agencies. The bill also requires the National
Women’s Business Council to prepare a re-
port on the best procurement practices of
the Federal government and the commercial
sector and to recommend policy changes.

The bill provides contract authority to the
Council to carry out the research initiatives
and resulting reports authorized under sec-
tions 306 and 307. All contracts shall be
awarded in accordance with the Federal Ac-
quisition Regulations.

Section 307. Studies and Other Research.

Upon completion of the Federal procure-
ment study under section 306, the Council is
authorized to conduct other research relat-
ing to the award of Federal prime contracts
and subcontracts to women-owned busi-
nesses, and access to credit and investment
capital by women entrepreneurs, as the
Council determines to be appropriate.

Section 308. Women’s Business Centers.

The bill increases the authorization for
creating Women’s Business Centers (pre-
viously called Women’s Business Demonstra-
tion Sites) from $4 million per year to $8 mil-
lion per year. Grantees awarded funds under
this section will be eligible to receive funds
for five years rather than three years as pro-
vided under current law. Changes to the
matching funds requirement as follows:

Year 1

Year 2 Year 3

Year 4 Year 5

Current law ...
Reauthorization ..

1 non-Federal; 2 Federal
1 non-Federal; 2 Federal

1 non-Federal; 1 Federal
1 non-Federal; 2 Federal

2 non-Federal; 1 Federal
1 non-Federal; 1 Federal

No funds
1 non-Federal; 1 Federal

No funds
2 non-Federal; 1 Federal

The bill provides that grantees conducting
a three year program as of the day before the
effective date of this bill may apply to SBA
to receive funds for two additional years.
Such Centers that were in year 3 of a 3 year
project on September 30, 1997 and that are
approved to receive funds in years 4 and 5
will be subject to the matching requirements
applicable to year 5 under this bill. The Con-
gress intends that Centers which have a his-
tory of successful operation in this program
receive funds to continue for years 4 and 5.

The bill includes language providing a defi-
nition of ‘‘women’s business center site.”
This language reflects the fact that existing
Women’s Business Centers may submit appli-
cations for grants to create new sites in
their state or neighboring states; however,
selection must be made in accordance with
the criteria provided in the Act.

The bill also includes a list of duties and
responsibilities of the Assistant Adminis-
trator for the Office of Women’s Business
Ownership, and upgrades the position of As-
sistant Administrator for the Office of Wom-
en’s Business Ownership to a position in the
Senior Executive Service.

The bill includes language to codify the
practice of allowing Women’s Business Cen-
ter grant recipients to pursue other sources
of Federal funds. Accordingly, funds received
from other Federal agencies do not qualify
as non-Federal funds under the matching
funds requirement of this section. The addi-
tional funds obtained by a Women’s Business
Center do not effect the level of non-Federal
funds required to receive its Federal funds
under this section. In addition, the perform-
ance of other Federal contracts shall not
hinder the ability of the Women’s Business
Center grantee from fulfilling its obligations
under this section.

The bill amends the criteria for selecting
grant applicants under this section to in-

clude the *‘location for the Women’s Busi-
ness Center site.”” This language is to ensure
that preference be given to applications for
states without existing Centers. SBA should
allocate at least 1/5th of the funds appro-
priated each year to the creation of new
sites, with preference given to those in
states not having a Center.

On the use of appropriated funds, the bill
expressly prohibits the use of the funds ap-
propriated under this section for any pur-
poses other than grant awards, except that,
in Fiscal Year 1998 only, up to 5 percent of
the funds appropriated under this section are
authorized to be used to supplement funds in
SBA'’s salaries and expense budget for the ad-
ministration of this program. No funds ap-
propriated under this section may be repro-
grammed by SBA or used for programs au-
thorized by any other section of this Act
without first notifying Congress. SBA needs
to change its practice of using funds appro-
priated under this section for personnel and
administrative overhead. SBA should include
in its Fiscal Year 1999 budget request a line
item in the salaries and expenses budget to
reflect the actual cost of administering this
important program. To assist with Congres-
sional oversight, the SBA is directed to pro-
vide the Senate and House Committees on
Small Business with a quarterly accounting
within 20 days of the end of the Fiscal Year
quarter detailing all expenditures for the
Women’s Business Centers program in Fiscal
Years 1998, 1999, and 2000. In Fiscal Year 1998,
the report shall identify whether each ex-
penditure was funded by appropriated grant
funds or SBA’s salaries and expense budget.

In Fiscal Year 1998, up to 5 percent of the
funds appropriated for Women’s Business
Center grants can be used only for adminis-
trative expenses associated with: (a) contin-
ued development and implementation of the
computerized data reporting and collection

system; (b) selection and oversight of the
grantees; and (c) holding a training seminar
for new grantees and existing programs. All
other administrative costs are to come from
the agency’s salaries and expenses budget.

SBA is directed to: (a) award the contract
for the computer data system competitively;
(b) ensure that the Office of Women’s Busi-
ness Ownership has sufficient personnel dedi-
cated to the oversight of the program by ex-
panding the number of full time staff dedi-
cated to this program to at least two and by
better utilizing the District Office staff; and
(c) ensure that the seminar is truly edu-
cational in nature, with any travel, per
diem, and other overhead expenses for SBA
staff paid from the salaries and expenses
budget.

The computer data system should be de-
signed to track outcomes, such as those
named in the statute to be contained in the
annual report to the Committees on the ef-
fectiveness of the program. The contractor
should (a) provide technical assistance to en-
sure that the Centers know how to use the
system and (b) work with a representative
group of Centers to ensure that the system is
compatible with their activities.

TITLE IV: COMPETITIVENESS PROGRAM
Subtitle A—Small Business Competitiveness
Program

Section 401. Program Term.

The bill amends the Small Business Com-
petitiveness Demonstration Program Act of
1988 to make the program permanent.

Section 402. Monitoring Agency Performance.

The bill contains a provision to change the
monitoring and reporting frequency from
quarterly to annual (October 1 through Sep-
tember 30).

Section 403. Reports to Congress.

The bill amends section 716(a) of Small

Business Competitiveness Demonstration
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Program Act of 1988, to assure that annual
reports are submitted to the House and Sen-
ate. The bill also amends the Act to require
the Small Business Administration be the
Executive Agency responsible for the devel-
opment and submission of the annual report
and not the Office of Federal Procurement
Policy. The bill also makes a technical
amendment to the Act to correctly reflect
the name of the House of Representatives
Committee to receive the report from the
“Committee on Governmental Operations’
to the ““Committee on Government Reform
and Oversight.”

Section 404. Small
Dredging.

The bill makes this program permanent.

The bill recognizes that a transition from
the standard industrial classification (SIC)
code to the North American Industrial Clas-
sification Code (NAICC) is likely to occur in
the future; however, the Small Business Ad-
ministration (SBA) first needs to convert the
small business size standards to the new code
and the Federal Procurement Data System
must also be converted to the NAICC. The
Senate Committee on Small Business en-
courages the Administrator of SBA, the Ad-
ministrator of the Office of Federal Procure-
ment Policy (OFPP) and the Secretary of the
Department of Commerce to develop a plan
and time table for implementing the NAICC.

Subtitle B—Small Business Procurement
Opportunities Program

Section 411. Contract Bundling.

Section 411 amends section 2 of the Small
Business Act (15 U.S.C. 632) emphasizing Con-
gressional policy to provide small busi-
nesses, to the maximum extent practicable,
prime contracting and subcontracting oppor-
tunities and to eliminate obstacles to their
participation and to avoid unnecessary and
unjustified bundling of contract require-
ments.

Section 412. Definition of Contract Bundling.

The bill amends section 3 of the Small
Business Act (15 U.S.C. 632) to define the
terms ‘“‘bundling of contract requirements,”’
““bundled contract” and ‘‘separate smaller
contract.”

Section 413. Assessing Proposed Contract Bun-
dling.

The bill amends section 15 of the Small
Business Act (15 U.S.C. 644) to create a new
subsection (e) which establishes the proce-
dure to be followed by contracting officials
to insure that small business concerns are
afforded the maximum practicable oppor-
tunity to compete for prime contracting and
subcontracting opportunities. Specifically,
the bill directs that if a requirement could
lead to a “‘bundled requirement’” the agency
shall conduct market research to determine
whether consolidation is necessary and justi-
fied.

Section 413 encourages small businesses to
form contract teams to compete for bundled
requirements and provides that such a team
will not affect a business’s status as a small
business concern for any other purpose. In
establishing a contract teaming authority
which amends SBA’s small business affili-
ation rules, Congress recognizes that some
types of affiliation should not disqualify a
small business from participating in Federal
procurement programs established to en-
courage small business contracting. Simi-
larly, Congress directs SBA to study the ap-
propriateness of changing the small business
affiliation rules for instances of investments
by another entity if no other indicia of con-
trol or negative control is evident. In the
teaming provisions of the bill and the pre-
vious legislation authorizing an exception to
the size rules for investments by an SBIC or

Business Participation in
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any one of a range of professional investors.
Congress has recognized certain situations
which should be encouraged and should not
disqualify an entity from small business sta-
tus. The Agency should report to the Com-
mittees on Small Business on its findings by
April 30, 1998, which will enable the Congress
to address the issue legislatively if nec-
essary.

The ability of small businesses to team
with other small businesses should not be
considered an opportunity for procurement
officials to justify a decision to bundle one
or more requirements. The justification for
bundling must be based solely on savings,
improvements, and enhancements that ac-
crue to the agency and that overwhelm any
infringement of small business opportunity.
The mere fact that small businesses could or
might team does not lower the burden for
agency justification of bundling.

The bill also amends section 15 of the
Small Business Act (15 U.S.C. 644(a)) to di-
rect that the Small Business Administration
procurement review procedures shall be re-
quired if a solicitation involves an unneces-
sary or unjustified bundling of contract re-
quirements. Nothing in this section or sec-
tion 412 is intended to amend or change in
any way the existing obligations imposed on
a procurement activity or the authority
granted the Small Business Administration

under section 15(a) of the Small Business

Act.

Section 414. Reporting of Bundled Contract Op-
portunities.

Section 414 contains a requirement that
Federal agencies report through the Federal
Procurement Data System all contract ac-
tions involving bundled requirements with
an anticipated contract award value exceed-
ing $5,000,000.

Section 415. Evaluating Subcontract Participa-
tion in Awarding Contracts.

The bill adds a new substitute section
8(d)(4) of the Small Business Act (15 U.S.C.
637(d)(4)) to require that bundled contract re-
quirements to be awarded pursuant to the
negotiated method of procurement shall use
the contractor’s small business subcontract-
ing plan and past small business sub-
contracting performance as to significant
factors for the purposes of evaluating offers.
Section 416. Improved Notice of Subcontracting

Opportunities.

The bill amends section 8 of the Small
Business Act (15 U.S.C. 637) to allow prime
contractors and subcontractors (at any tier)
with an estimated subcontracting oppor-
tunity in excess of $10,000 to provide public
notice of subcontracting opportunities
through the Commerce Business Daily.
Section 417. Deadlines for Issuance of Regula-

tions.

The bill requires that proposed implement-
ing regulations be published not later than
120 days after the date of enactment and that
final regulations be published not later than
270 days after the date of enactment.

TITLE V: MISCELLANEOUS PROVISIONS
Small Business Technology Transfer

Section 501. Small Business Technology Trans-
fer Program.

The bill reauthorizes the STTR program
through Fiscal Year 2001 and makes three
changes to the program: (1) extends SBA’s
reporting requirements on the program to
include the House Committee on Science and
Technology; (2) directs any Federal agency
participating in the Small Business Innova-
tion Research (SBIR) program or STTR to
include information relating to such partici-
pation in its requirements under the Govern-
ment Performance and Results Act (GPRA);
and (3) directs SBA to conduct outreach to
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states with low levels of participation in the
STTR program.

The new ‘“‘outreach program’ is intended
to increase the STTR grant application pool
from which STTR grant applications are se-
lected by increasing the number of appli-
cants from states that received under
$5,000,000 in awards during Fiscal Year 1995.
The program is intended to improve the
overall number and quality of applications
for awards.

The authorization contained in this sec-
tion shall be taken entirely from funds au-
thorized for use by the Small Business Ad-
ministration. No funding derived from the
STTR agency research set-aside may be used
for the outreach program.

In addition, the bill adds a new subsection
that requires STTR and SBIR programs to be
included in agencies’ strategic plan updates
required under the Government Performance
and Results Act (5 U.S.C. 306 (b)).

Small Business Development Centers
Section 502. Small Business Development Cen-
ters.

The bill includes substantial increases in
the authorized grant amounts available to
SBDCs under the ‘‘National Program.’”” Be-
cause the funds under the program are allo-
cated on a population basis some states with
small populations, but which are large geo-
graphically, have been receiving too small a
Federal grant to serve adequately its small
business population. In order to correct this
inequity, the bill includes a minimum grant
amount of $500,000 for the smaller population
states. So long as a state provides a match-
ing amount of non-Federal funds, it will re-
ceive $500,000 even if it would not otherwise
be entitled to this amount under the ‘““Na-
tional Program.” Similarly, if a state pro-
vides a matching amount of less than
$500,000, it will receive a grant in the amount
of the matching contribution.

The Congress views the non-Federal
matching contribution requirement to be an
essential attribute of this program and a key
to its success. Therefore, if any state is un-
able to match the full $500,000 authorized in
this bill as a funding floor, it should be fund-
ed up to the level that it is able to match.

The Committee urges the Small Business
Development Centers to inform and assist
small businesses in complying with energy,
safety, labor, tax, and related Federal, state,
and local regulations, and to work with the
technical and environmental compliance as-
sistance programs established in each state
under section 507 of the Clean Air Act
Amendments of 1990 or state pollution pre-
vention programs to work with Small Busi-
ness Development Centers to inform and as-
sist small businesses in complying with envi-
ronmental regulations.

Section 505. Asset Sales.

Section 505 directs SBA to provide the
Committees on Small Business of the Senate
and House of Representatives with copies of
the draft and final plans describing its initia-
tive to sell its portfolio of defaulted guaran-
teed loans and direct loans in Fiscal Years
1998 and 1999. It is the understanding of the
Committee that SBA intends to conduct an
initial sale of $100 million from the Disaster
loan portfolio. We expect the Agency to pro-
vide the Committees with copies of prelimi-
nary plans at the time they are prepared for
evaluation by SBA, as sell as any amended
or final plans chosen by SBA to carry out the
sales of the assets covered by this program
and copies of reports analyzing the results of
each sale.

Oversight of Regulatory Enforcement

P.L. 104-121 established the Small Business
and Agriculture Regulatory Enforcement
Ombudsman and the Regional Small Busi-
ness Regulatory Enforcement Fairness
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Boards. The Ombudsman’s primary respon-
sibilities are to solicit and record comments
from small businesses and compile an eval-
uation, similar to a ‘‘customer satisfaction”
rating, of each agency’s performance based
on the comments received from small busi-
nesses and the Fairness Boards. A ‘‘report
card’” of these agency ratings is to be pub-
lished each year.

The Fairness Boards, composed of five
small business owners in each of the SBA’s
ten regions, provide small businesses with an
opportunity to review and assess government
agencies’ enforcement activities involving
small businesses. The Fairness Boards may
hold hearings, gather information as appro-
priate, and offer recommendations and com-
ments on agency enforcement policies and
practices to the Ombudsman for inclusion in
his report. The Ombudsman is the federal of-
ficial designated to assist the Fairness
Boards by coordinating their independent ac-
tivities. The Ombudsman is directed under
the law to include their advice and rec-
ommendations in his reports to the agencies
and Congress.

The Ombudsman must pursue its statutory
mission and allocate its resources in accord-
ance with the priorities set forth in the stat-
ute. Soliciting comments and developing
suggested routine procedures for agencies to
implement, to facilitate and to encourage
small businesses to provide comments to the
Boards and the Ombudsman is a significant
undertaking. Careful attention and a thor-
ough effort is required of the Ombudsman to
convert these comments into the annual
agency report cards called for by the law.
The purpose of the law’s requirements is to
give small businesses a voice in evaluating
each agency’s performance, and the resulting
ratings are intended to measure whether
agencies are treating small businesses more
like responsible citizens than potential
criminals.

Annual reports issued by the Ombudsman
on agency responsiveness in enforcement ac-
tivities must be based on comments received
from small businesses, not based on self-as-
sessment by the agencies themselves or on
the Ombudsman’s evaluation of the agencies’
efforts. P.L. 104-121 instructs the Ombuds-
man and Fairness Boards to base their report
on ‘“‘substantiated” comments. The Ombuds-
man should verify comments by contacting
the commenting small businesses, on a spot
check basis as may appear necessary under
the circumstances, rather than by going to
the agency, if there is a reason to believe
that any particular comments are fictitious
or in some way not the result of an actual
interaction with Federal agency personnel.

Many small businesses fear retaliation for
commenting on an agency’s performance
and, as a result, the Ombudsman and Fair-
ness Boards have a sensitive task. Because of
these confidentiality interests, the law re-
quires the Ombudsman and Fairness Boards
to rate agency performance according to the
subjective views and comments submitted by
small businesses. All agencies, however, have
an opportunity to review and comment on
the Ombudsman’s draft report, but the Om-
budsman is not authorized to forward to the
agency or disclose in the report the identity
of individual small businesses providing
comments. The agencies’ positions may be
addressed by including a separate agency re-
sponse section in the final report.

With limited resources, the statutory du-
ties and responsibilities of the Ombudsman
necessarily should be strictly followed, and
resources should not be used to undertake
activities beyond the scope of the statute.
Ordinarily, the law does not contemplate
that the Ombudsman will make a determina-
tion of the factual and legal merits of the en-
forcement action contained in comments re-
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ceived by the Ombudsman. The law does not
anticipate a mediation role for the Ombuds-
man to create a forum for agencies to nego-
tiate the resolution of individual comments
or complaints.

TITLE VI: HUBZONE PROGRAM

The bill creates a new program known as
the ‘“HUBZone Act of 1997.”” This program
was approved by a vote of 18-0 in the Com-
mittee on Small Business and subsequently
included in S. 1139 as Title VI.

The purpose of the HUBZone Act of 1997 is
to provide relief to urban and rural areas of
the United States which have historically
been identified as economically distressed
areas. The HUBZone Act of 1997 is a jobs pro-
gram intended to encourage small business
concerns to locate in, and employ residents
of, HUBZones. One of the principal purposes
of this Act is to decrease the unemployment,
underemployment, and low quality of life
conditions that tend to be concentrated in
inner cities and some rural areas, including
Indian Reservations, throughout the U.S.

The HUBZone Act of 1997 is crucial to our
Government’s attempt to reform welfare by
providing meaningful economic opportuni-
ties to individuals who live and work in
HUBZones. Every effort should be made in
the implementation of the HUBZone Act by
SBA and other Federal agencies to provide
an effective opportunity for the contracting
preferences to be used as the basis for mean-
ingful levels of contract awards. Special care
must be taken to insure that routine depend-
ency on existing programs does not hinder
the full and fair implementation and utiliza-
tion of HUBZone contracting procedures by
federal agencies.

The HUBZone Act of 1997 is designed to
bring qualified HUBZone small business con-
cerns and their employees into the main-
stream of government contracting at both
the prime and subcontract levels by provid-
ing procurement preferences and through the
establishment of contracting goals. The Act
establishes three specific Federal procure-
ment preferences for ‘‘qualified HUBZone
small business concerns.”

Section 602. Historically Underutilized Business
Zones.

This section establishes the framework for
implementation of the HUBZone Act of 1997.
It defines the terms under which a small
business qualifies as a HUBZone small busi-
ness. In addition, Section 602 sets forth the
authority for a contacting officer for a Fed-
eral agency to restrict competition for a con-
tract to a qualified HUBZone small business
when he determines there are two or more
qualified HUBZone small business concerns
that are likely to submit offers and that
award can be made at a fair market price. In
the circumstance where there is only one
qualified HUBZone small business concern
and the contracting officer is authorized to
make a non-competitive award of a contract
that does not exceed $3 million for service
contracts and $5 million for manufacturing
contracts. In this circumstance, the con-
tracting officer must determine that the
award can be made at a fair and reasonable
price.

Section 602 gives the Small Business Ad-
ministration new, discretionary authority to
appeal a decision of a contracting officer not
to award a contract under this title. The Ad-
ministrator would have five days after re-
ceiving notice of this adverse decision to no-
tify the contracting officer that SBA may
appeal the decision, and within 15 days the
Administrator may appeal the decision to
the head of the department or agency.

Section 603. Technical and Conforming Amend-
ments to the Small Business Act.

The bill amends various provisions of the
Small Business Act and the technical and

S11527

conforming amendments are implemented to

effectuate the requirements of the program

in a consistent manner with other statute.

Section 604. Other Technical and Conforming
Amendments.

This section of the bill, addressing other
technical and conforming amendments, is in-
tended to amend the Competition in Con-
tracting Act (10 U.S.C. 2304(b)(2)) and (41
U.S.C. 253(b)(2)) to allow for HUBZone set-
aside procedures in Federal prime contract-
ing for contract requirements in excess of
the simplified acquisition threshold. The ef-
fect of the bill is to amend the Competition
in Contracting Act (10 U.S.C. 2304(c)) and (41
U.S.C. 253(c)) to provide HUBZone contract-
ing authority to award HUBZone prime con-
tracts using procedures other than competi-
tive procedures for Federal prime contract
requirements greater than the simplified ac-
quisition threshold and not greater than
$5,000,000, in the case of manufactured items
and $3,000,000, for all other contract opportu-
nities.

Section 605. Regulations.

The bill requires the Small Business Ad-
ministration to publish within 180 days of
enactment the final regulations to carry out
the program. The Senate bill further re-
quires the Federal Acquisition Regulatory
Council to publish the HUBZone implement-
ing regulations within 180 days of the date
the SBA published its final regulations.
Section 606. Report.

The bill requires the Administrator of the
Small Business Administration to submit a
report to the Senate and the House of Rep-
resentatives Committees on Small Business
by March 1, 2002. The report is to evaluate
the implementation of the HUBZone pro-
gram, as well as the effectiveness of the pro-
gram.

Section 607. Authorization of Appropriations.

The bill amends the Small Business Act to
authorize the appropriation of $5,000,000, to
the Small Business Administration for im-
plementation of the HUBZone program for
each Fiscal Year, 1998, 1999 and 2000.

TITLE VII: SERVICE DISABLED VETERANS

This title includes the House language de-
signed to enhance the Small Business Ad-
ministration’s efforts to improve opportuni-
ties for service disabled veterans and provide
enhanced outreach to that group. The Con-
gress believes strongly that these individuals
deserve far better consideration from the
Federal agencies that they are currently re-
ceiving.

Section 701. Purposes.

This section outlines the intent of the Con-
gress to enhance entrepreneurial opportuni-
ties for service disabled veterans and to pro-
mote their efforts to participate in the small
business community.

Section 702. Definitions.

This section defines the terms ‘‘eligible
veteran’’ and ‘‘small business concern owned
and controlled by eligible veterans’ for the
purposes of this title and the Act.

Section 703. Report by the Small Business Ad-
ministration.

This section requires the Small Business
Administration to study the needs of small
businesses owned by eligible veterans and re-
port to the Committees on Small Business of
the House and Senate on the steps needed to
improve and enhance the role of service dis-
abled veterans in the small business commu-
nity and the economic mainstream of the
country. The Congress expects the Small
Business Administration to provide this in-
formation in detail and well within the time
allotted. The Congress expects the Small
Business Administration to reach out for as-
sistance in this task to the various veterans
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organizations, State run programs for veter-
ans, and other interested groups for assist-
ance in completing this study.

Section 704. Information Collection.

This section directs the Secretary of Vet-
erans Affairs, in cooperation with the Ad-
ministrator of the Small Business Adminis-
tration, to identify annually the small busi-
nesses owned and controlled by eligible vet-
erans and to work to keep them informed
concerning Federal procurement opportuni-
ties available to them.

Section 705. State of Small Business Report.

This section directs the Small Business
Administration to include information con-
cerning small businesses owned and con-
trolled by eligible veterans in its annual re-
port to the President and Congress, ‘“The
State of Small Business.”

Section 706. Loan to Veterans.

This section reinforces the Small Business
Administration’s preexisting ability to make
loans to small business concerns owned and
controlled by service disabled veterans. The
Congress takes this step to cure a lingering
misunderstanding that the Administration’s
requested defunding of the Veteran’s direct
loan program in no way diminishes the
Small Business Administration’s responsibil-
ity to assist veterans through the 7(a) pro-
gram.

Section 707. Entrepreneurial Training, Counsel-
ing, and Management Assistance.

This section directs the Administrator to
ensure that small business concerns owned
and controlled by eligible veterans are given
full access to the Small Business Adminis-
tration’s business assistance programs, in-
cluding SCORE and the Small Business De-
velopment Centers.

Section 708. Grants for Eligible Veterans’ Out-
reach Programs.

This section amends the Small Business
Administration’s existing authority to in-
clude making grants to, or entering into co-
operative agreements with, organizations
that have or may establish outreach and as-
sistance programs for eligible veterans.
Section 709. Outreach for Eligible Veterans.

This section directs the Administrator of
the Small Business Administration, the Sec-
retary of Veterans Affairs, and the Assistant
Secretary of Labor for Veterans’ Employ-
ment and Training to develop cooperatively
an outreach and assistance program designed
to coordinate the activities of their respec-
tive agencies and disseminate the informa-
tion about those programs to eligible veter-
ans.

Mr. KERRY. Mr. President, it is with
great satisfaction that | rise today to
speak on behalf of S. 1139, the Small
Business Reauthorization Act of 1997.
The legislation now before the Senate
is the product of negotiations between
the House and Senate to resolve the
differences in the bill passed by the
Senate in early September and the bill
crafted by Chairman TALENT and Con-
gressman LAFALCE. | am pleased that
so many of the provisions of the origi-
nal Senate bill have been retained in
virtually identical form, such as the
welfare-to-work Microloan Initiative,
the extension of the Small Business
Technology Transfer (STTR) program,
the Women’s Business Centers program
and the HUBZone Act. | congratulate
Chairman BonND for his leadership and
stewardship through this year’s reau-
thorization process. His willingness to
craft a bipartisan bill has ensured that
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the Small Business Administration will
continue to operate effectively in the
years to come providing support to
thousands of America’s small busi-
nesses.

A component of this bill which | be-
lieve to be one of the most important
to assist our aspiring entrepreneurs is
the Microloan Program. The Microloan
Program was created 6 years ago
through the vision and hard work of
Senator BUMPERS. Since then, the
Microloan Program has operated on a
pilot basis, providing loans in amounts
averaging $10,000 to small businesses,
and more importantly, providing tech-
nical assistance to these businesses on
how to better operate their enterprises.
One of the major reasons why new busi-
nesses in America fail is because so
many people who want to start their
own companies really have little idea
on how to conduct the day-to-day fi-
nancial operations that are so crucial
to keeping a business afloat and mak-
ing it a successful enterprise. The tech-
nical assistance provided by the
intermediaries in the Microloan Pro-
gram has had an impressive impact on
the success of businesses participating
in this program. Moreover, the losses
to the Government have been minus-
cule, despite the higher risk associated
with micro lending. In fact, since the
Microloan Program has been in exist-
ence, there has been only one default of
an intermediary’s loan from the SBA.
That is an amazing fact, and one which
| believe demonstrates the financial
soundness of the Microloan Program.
The Congress wholeheartedly supports
making the Microloan loan and tech-
nical assistance programs permanent
SBA programs, and do so in this bill.

S. 1139 also contains provisions for a
new initiative for the Microloan Pro-
gram, one which will go a step further
to reach aspiring entrepreneurs who
may now be on Government assistance.
In addition to loans and technical
training, participants in this welfare-
to-work Microloan initiative will be
able to receive assistance to help de-
fray child care and transportation ex-
penses, two of the biggest obstacles
welfare recipients face in their at-
tempts to become active, contributing
members of society. Inclusion of the
welfare-to-work Microloan Program in
the Small Business Reauthorization
Act allows SBA to apply knowledge
learned over the last 6 years to address
one of the most pressing issues facing
us today.

In June, Senator DOMENICI, Senator
BoND and | introduced the Women’s
Business Centers Act. | am extremely
pleased that the major provisions of
that bill are included in the legislation
now before us. Authorization for fund-
ing the Women’s Business Centers Pro-
gram has been doubled in this bill, and
extends the eligibility of awardees
from 3 years to 5 years. This bill also
provides for studies to be conducted on
contracting and finance issues as they
affect women-owned businesses. This
section of the Small Business Reau-
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thorization Act will strengthen a sec-
tor of our economy that contributes
over $1.5 trillion to the American econ-
omy and employs more Americans than
Fortune 500 companies.

The Small Business Technology
Transfer [STTR] program is reauthor-
ized for an additional 4 years through
this act. An offshoot of the very suc-
cessful SBIR Program, STTR has been
joining small businesses and non-profit
research institutions for the past four
years in an attempt to make better use
of federally sponsored high technology
research. This bill strengthens the
STTR Program by requiring more ac-
curate data recording by the SBA and
participating agencies, and requires
those participating agencies to include
information regarding the SBIR and
STTR Programs in their strategic
plans required by the Government Per-
formance and Results Act. By doing
this, we in Congress can better evalu-
ate programs such as STTR and what
provisions might best assist the kind of
companies participating in the pro-
gram and what changes could result in
a stronger STTR when we revisit it for
reauthorization 4 years from now.

Chairman BoND led the way on an in-
tegral part of the reauthorization act,
the HUBZones Program. This program
seeks to aid small business concerns lo-
cated in the poorest areas of our coun-
try by providing better opportunities
to contract with the Federal Govern-
ment. The HUBZone Act is the result
of several years of work by Chairman
BoND, and | congratulate him and his
staff for this legislation which will cer-
tainly improve the economic situation
of many American communities.

There are a few other components of
the reauthorization act that | believe
warrant mentioning at this time. The
Community Development Company
program, also called the 504 loan pro-
gram, is continued through this legis-
lation and will provide small busi-
nesses $2.3 billion of needed capital for
their plant and equipment needs. The
SBA’s biggest loan program, 7(a), is au-
thorized at $39.5 billion over the next 3
years, high enough to ensure continued
support for those small businesses that
need extra capital to grow their busi-
nesses. In addition, this legislation also
contains a provision that seeks to pro-
tect small businesses from the practice
of contract bundling, which can be
harmful to small business. Bundling is
when a Federal agency rolls several
contracts into one big contract. This
practice effectively bars small busi-
nesses from participating in the lucra-
tive Federal Government contracting
process on those contracts. The lan-
guage contained in this bill will help
alleviate this problem to some degree
so that small businesses are not left
out in the cold, and will require the
Government to keep records on bun-
dled contracts valued at more than $5
million.

The bill before us contains some pro-
visions that the House included in
their bill and that we have not seen be-
fore. One such provision is title VII of



October 31, 1997

the bill which contains language that
directs SBA to conduct a study on the
potential to aid small businesses that
are owned by service disabled veterans.
I believe it is important to conduct re-
search into this issue and see if the op-
portunity exists to better assist these
businesses.

There are other components of the
Small Business Reauthorization Act
which | have not mentioned here but
will be helpful to small businesses par-
ticipating in the SBA’s programs. The
Small Business Investment Companies
and Small Business Development Cen-
ters Programs are both modified
through this act. The Pilot Preferred
Surety Bond Guarantee Program is
also extended in this legislation.

Mr. President, | would like to con-
clude by again thanking the Chairman
of the Small Business Committee, Sen-
ator BoND, for his leadership through-
out the year on reaching this point and
passing what | consider to be a very
meaningful and effective piece of legis-
lation. It is clear that the Small Busi-
ness Administration will be assured of
its continued support by Congress as it
moves ahead to the 21st century assist-
ing the driving force of our economy,
American small business.

WOMEN’S BUSINESS CENTERS

Mr. DOMENICI. Mr. President, | ap-
preciate the opportunity of commend-
ing Senator BoOND for his efforts in
bringing this Small Business Reauthor-
ization Act to the floor for consider-
ation. In particular, I am grateful for
his deep commitment and tireless dedi-
cation to improving the Small Business
Administration’s [SBA] Women’s Busi-
ness Centers program. As a result of
his work, this program will be ex-
panded and modified so that it targets
more appropriately the thousands of
women entrepreneurs who provide jobs
and economic growth to their local
communities.

I also want to commend Congress-
woman NANCY JOHNSON for her strong
support of this program. My legisla-
tion, S. 888, the Women’s Business Cen-
ters Act of 1997, introduced in behalf of
myself, Senator BoND, Senator KERRY
and 23 other cosponsors, was the com-
panion bill to Representative JOHN-
SON’s legislation. Due to the strong bi-
partisan support of Chairman BoND and
other members of the Senate Small
Business Committee, S. 888 was incor-
porated into this reauthorization bill.
Congresswoman JOHNSON has been a
long-time and dedicated friend of wom-
en’s business efforts, and | am most ap-
preciative that we were able to work
together on this important measure.

Many of us believe that the SBA
must give renewed attention to one of
its smallest but most successful busi-
ness programs. This legislation, there-
fore, doubles the amount of funds
available to Women’s Business Centers,
and it extends the grant period from 3
years to 5 years. It also changes the
funding formula so that newly created
business sites will have a more realis-
tic Federal-to-non-Federal matching
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program. This latter issue is important
because up to this point, women'’s busi-
ness centers have been required to
meet a much stricter matching grant
requirement than have other grantees
in the SBA’s grant programs. | remain
somewhat concerned, however, that ex-
isting business site grantees must still
bear a slightly higher burden of match-
ing fund requirements. Nevertheless,
the overall changes to the Women’s
Business Centers Program are note-
worthy and extremely positive.

By passage of this reauthorization
language, Congress recognizes the es-
sential role of women-owned small
businesses to this country’s local and
national economies. Congress also rec-
ognizes the necessity of added SBA ad-
ministrative and programmatic sup-
port to the women’s program. The SBA
must ensure that the Office of Women’s
Business Ownership [OWBO] has ade-
quate staffing and resources to manage
this expanded program. It must also
provide any supplemental assistance
OWBO may need to manage its ongoing
program while developing new and cre-
ative activities to enhance its present
portfolio. Frankly, a program of this
nature demands tangible agency com-
mitment to its success. While OWBO
and its women’s business clients have
an impressive and outstanding pro-
grammatic record, this small program
deserves much more attention from the
Agency than it has received thus far. |
am hopeful that next year and in the
years to come the SBA will work more
closely with OWBO, as well as with
Congress, to ensure that women'’s busi-
nesses are provided the necessary re-
sources to continue their vital entre-
preneurial endeavors.

I believe it is also important to give
credit to the many able and committed
directors and staff of the Women’s
Business Centers throughout the coun-
try. | know these professional women,
like those of Agnes Noonan and her
staff in my State of New Mexico, have
counseled countless thousands of po-
tential business clients and have estab-
lished equal numbers of successful
small businesses. Their tasks have not
been easy, but they have met their
management obligations while also
creating an impressive and wide-rang-
ing network of business colleagues to
address the special challenges of
women-owned businesses. The tech-
niques they’ve learned and the exper-
tise they share with one another have
been instrumental in the overall suc-
cess of this SBA program.

Once again, | commend Senator BOND
for his attention and commitment to
the Women’s Business Centers Pro-
gram. His able staff, particularly Ms.
Suey Howe and Mr. Paul Cooksey, pro-
vided excellent professional support so
that this program was reviewed and
modified appropriately. | am very
pleased Chairman BoND and other
members of the committee have given
this issue the attention it deserves.
Women-owned businesses are an inte-
gral component of our Nation’s busi-
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ness sector and are instrumental to our
country’s overall economic health. The
efforts of the Chairman and the com-
mittee will ensure that this SBA busi-
ness program continues its obligations
to so many deserving and successful
women entrepreneurs. Thank you for
the opportunity of sharing my support
of this important program.

The PRESIDING OFFICER. The
question is on agreeing to the motion
of the Senator from Missouri.

The motion was agreed to.

Mr. BOND. Mr. President, | move to
reconsider the vote by which the mo-
tion was agreed to, and 1 move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. BOND. Mr. President, | suggest
the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LEAHY. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The

THE ADMINISTRATION’S HUMANI-
TARIAN DEMINING INITIATIVE

Mr. LEAHY. Mr. President, | would
like to speak briefly about an an-
nouncement the administration is
making today to increase funding for
humanitarian demining programs and
appoint a demining czar. This is, of
course, on the subject of landmines,
which has been a concern of mine for
many years. | have not received all the
details, but | understand the adminis-
tration plans to spend $80 million on
humanitarian demining programs next
year, which is a significant increase
over the current level.

They also plan to seek additional
support from other governments, cor-
porations, and foundations. Their goal
is to raise $1 billion to clear most of
the world’s landmines by the year 2010.
I also understand Ambassador Karl
Inderfurth, our Assistant Secretary for
South Asia and formerly the U.S. Al-
ternate Representative to the United
Nations, is to become the new
demining czar.

I can think of no better person to
lead this effort than Ambassador
Inderfurth. The Ambassador, known as
Rick to his friends, is a long-time
friend of mine. | have immense respect
and admiration for him. | have watched
him prowl the halls of the United Na-
tions and buttonhole other representa-
tives, as did Secretary of State Mad-
eleine Albright when she was our U.N.
Representative, to get support for an
international ban on antipersonnel
landmines.

Rick has been a passionate voice for
the victims of landmines. | am very
grateful that he has agreed to take this
on, especially as he already has a full-
time job that would be more than
enough for most people. He will do a
superb job.
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This announcement is being made
today by Secretaries Albright and
Cohen. | commend them both, and | say
that it is welcome news.

While its goals sound awfully ambi-
tious, some may say even unrealistic,
time will tell. They have my full sup-
port. This is an area in which not near-
ly enough has been done, and the Unit-
ed States has a great deal to offer.

Mr. President, today we clear land-
mines much the same way that we did
in World War Il or Korea. It takes an
enormous amount of time and it is ex-
tremely dangerous. There is very little
money, especially as most of these
landmines are in the Third World.

Our leadership in this area could help
immeasurably. Look what we did after
World War Il with the tens of millions
of landmines spread all over Europe.
We cleared most of them in a decade.
There are still parts of Europe that
have landmines today, but most of
them are gone.

The administration’s plan builds on
what the Congress began some years
ago. We established humanitarian
demining programs at both the Depart-
ments of Defense and State. At the be-
ginning, the Pentagon did not want to
do it. They said it was not their mis-
sion. They said their job was breaching
mine fields, not clearing mines. That is
one reason there are so many
unexploded landmines killing and
maiming innocent people around the
world.

What happens, of course, Mr. Presi-
dent, is that the world’s militaries
leave millions of landmines behind
once the wars end, the soldiers go
home, the guns are unloaded, the lead-
ers sign the peace agreements, and
hands are shaken.

But the landmines stay, and some
unsuspecting child or farmer steps on
them—a child going to school or some-
one going to gather water or firewood.
Someone trying to raise crops to feed
their family. Or an unsuspecting mis-
sionary.

There are so many victims, long after
anybody even remembers who was
fighting whom, or why. There are Rus-
sian mines, American mines, Italian
mines and mines from other countries
in hundreds of varieties in over 68
countries. It is estimated that it would
cost, at the rate we are going now, bil-
lions of dollars over decades and dec-
ades to get rid of them.

Over time, the Pentagon has become
more supportive. | hope this new initia-
tive means that they are now fully on
board. They have the expertise and
technology to make an important con-
tribution. They could cut years, years
off the time it would take to demine
the world.

Again, as | have said, we are using
the same demining technologies that
were common years ago. We are not
taking advantage of some of the tech-
nology and expertise available today.
And the demining programs that we
now use have been in place for several
years have a mixed record. The admin-
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istration says they have spent some
$150 million to date. | wonder how
many landmines have been removed for
all that money? | suspect if anyone did
the arithmetic it would come to hun-
dreds of dollars, possibly even thou-
sands of dollars, to remove each land-
mine. Of course, the tragic irony of
that is that it only costs $3 or $4 to put
the landmine in the ground in the first
place.

So | suggest, in building on what Sec-
retary Albright and Secretary Cohen
said today, that we begin with a top-to-
bottom review of our demining efforts.
They are too uncoordinated among
government agencies. This should in-
clude a thorough review of the program
that is in the Pentagon itself.

The Pentagon should play a central
role, but I am concerned that some
Pentagon officials have been more in-
terested in using this program to make
contacts with foreign military person-
nel than to build the sustainable
demining capabilities in these other
countries. The soldiers we send to do
the training in places like Eritrea and
Mozambique and other mine-infested
countries are among our best, and they
do a terrific job. There is no one more
proud of them than I am. But we need
to be sure that when they leave, the
people they have trained have the
knowledge and the equipment and the
support to carry on.

We have the Humanitarian Demining
Technologies Program. This program
funds research and development on new
demining technologies. This program,
again, established by the Congress
three years ago, has the potential to
revolutionize the way we detect and de-
stroy landmines and other unexploded
ordnance.

This may be what enables us to make
that quantum leap forward so that in-
stead of taking decades and decades to
get rid of the mines, we cut that time
substantially. The Pentagon also has a
lot to offer in this area, but it has not
been fully supportive of it despite the
best efforts of the people involved. As
one who has spent nearly 10 years
working to ban anti-personnel land-
mines, to support programs to clear
mines and care for the victims, | must
say that there should be some thought
given to moving this program else-
where or reorganizing it, because there
needs to be much more coordination
with the private sector and with other
governments that are also working in
this area.

Mr. President, there is another part
of this that needs to be mentioned.
Two years ago, the President of the
United States went to the United Na-
tions to urge the world’s nations to ne-
gotiate a treaty banning antipersonnel
landmines.

In December, over 110 governments
will sign such a treaty in Ottawa. But
the United States is not going to be
among them. In fact, not only will we
be absent, now we find the Pentagon is
backtracking on the pledge it made a
year ago to find alternatives to anti-
personnel landmines.
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So taken in this context, it is no sur-
prise that the administration feels it
must do something to counter the
growing impression around the world
that the United States has become an
obstacle to an international ban.

Thirteen members of NATO and most
of the world’s producers and users and
exporters of landmines will sign the
treaty in Ottawa, but not the world’s
only superpower. We have taken the
position that even though we are the
most powerful nation history has ever
known, we cannot give up our land-
mines but we want everybody else to
give up theirs. Rather than lead this ef-
fort, we risk being left behind with a
handful of pariah states with whom we
do not belong. We are too great a na-
tion for that.

No one should suggest that a ban is a
substitute for demining. There are
some 100 million unexploded landmines
in the ground, and whether there is a
ban or not they will go on maiming and
killing until we get rid of them. We
have to do that. But neither is
demining a substitute for a ban. Why
spend billions of dollars to get rid of
the mines if they are simply replaced
with new mines?

We need to destroy the mines that
are in the ground. We need to stop the
laying of new mines. Both are nec-
essary to rid the world of these insid-
ious weapons.

So | welcome this initiative. | will do
everything | can to support it. But let
us not fool themselves. The United
States is about to miss a historic op-
portunity. We should sign the Ottawa
treaty, just as we should do everything
we can to lead an international
demining effort to get rid of the mines
in the ground.

Mr. President, | ask unanimous con-
sent that an article in today’s Wash-
ington Post, which describes how the
Pentagon is walking away from its
pledge last May to find alternatives to
antipersonnel landmines, a pledge that
at the time they said reflected their
‘“‘complete agreement’” with the Presi-
dent’s goal of an international ban, be
printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, Oct. 31, 1997]
ADMINISTRATION DROPS PLANS TO FIND
SUBSTITUTES FOR ANTIPERSONNEL MINE

(By Dana Priest)

The Clinton administration has dropped its
effort to find alternatives to a certain type
of antipersonnel land mine, a move that has
angered advocates of banning mines who say
the president has retreated from his pledge
to find a substitute for the weapon.

“There wasn’t anything that conceptually
made any sense,” said a high-ranking De-
fense Department official who declined to be
named. ““And there is no humanitarian need
for such an alternative.”

Caleb Rossiter, director of Demilitariza-
tion for Democracy, which advocates an
international land mine ban, said: “This is a
huge policy change.”

At issue are the millions of antipersonnel
land mines used by U.S. troops to protect
anti-tank minefields.
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Since May 1996, Clinton has pledged to find
alternatives to all mines this country uses,
and the Pentagon has been studying various
approaches. In January, when Clinton an-
nounced he would not sign an international
treaty banning land mines, he directed the
Defense Department ‘“to develop alternatives
to antipersonnel land mines, so that by the
year 2003 we can end even the use of self-de-
struct land mines.”

He also directed the Pentagon to find al-
ternatives to the mines used on the Korean
Peninsula by 2006.

At the same time, Clinton redefined the
only type of antipersonnel land mine used by
U.S. troops outside Korea—mines that are
scattered around anti-tank mines to protect
them from being breached by enemy troops.
This is called a ““mixed system”’ of anti-tank
and antipersonnel mines. The administration
now calls these antipersonnel land mines
““devices’ and ‘‘submunitions.”

The practical result of this definitional
change is that the Pentagon is no longer ac-
tively trying to come up with an alternative
for these mines, of which the United States
has more than 1 million.

“We are looking for alternatives to the Ko-
rean situation,” said Pentagon spokesman
Kenneth Bacon. ‘“The mixed packages are
not a humanitarian threat.”

The reason the mixed packages are not a
humanitarian threat is because they turn
themselves off after a set period of time, usu-
ally three hours. Even so, from May 1996
until this January, Clinton still wanted to
find alternatives to them in hopes of induc-
ing countries that use the troublesome non-
self-destructing mines to give them up.

Non-self-destructing mines, also known as
“dumb mines,” are responsible for injuring
or Kkilling 25,000 people a year, many of them
civilians.

U.S. negotiators working on the Ottawa
treaty tried unsuccessfully to convince other
countries to create an exemption for the
antipersonnel mines used in anti-tank mine-
fields.

Abandoning the search for alternatives,
said Bobby Muller, president of the Vietnam
Veterans of America Foundation, would
make it impossible for the United States to
ever sign the treaty as it is written.

““‘Our bottom line is for the U.S. to sign the
treaty,” said Muller, who also is part of the
International Campaign to Ban Landmines,
which won the Nobel Peace Prize this year.
‘“We are going to be in his [Clinton’s] face.
We are not going away.”

Yesterday the international campaign
began airing eight days of Washington-
broadcast television ads aimed at pressuring
Clinton to sign the treaty or to pledge to
sign it at a specified date.

Mr. LEAHY. Mr. President, let us
hope that the Pentagon’s pledge today
to help lead an international demining
effort is a lot longer lasting.

Mr. President, | have spoken on this
subject so many times. | think of when
I went to Oslo recently when govern-
ments were meeting there to talk
about an international ban. And | was
joined by Tim Rieser, of my staff, who
has worked so hard on this, and David
Carle. I met with the American nego-
tiators who were there and had a
chance to speak to the delegates and
the NGO’s and others who had gath-
ered.

And | said: | dream of a world, as we
go into the next century, a world where
armies of humanity dig up and destroy
the landmines that are in the ground
and when no other armies come and
put new landmines down.
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If we did that, Mr. President, if the
world did that, removed the landmines
that are there, banned the use of new
landmines, we would give such great
hope to people everywhere.

Today, there are countries where
families literally have to tether their
child on a rope near where they live be-
cause they know within the circle of
that rope is one of the few areas that is
free of landmines. And the child can
play only on the end of a leash like a
dog.

These are the same places where peo-
ple often go hungry. They cannot work
in their fields without risking their
lives. And they often have no choice.
And when one of them loses a limb, or
his or her life, the whole family suffers.
That is the reality for millions of peo-
ple, and that is why this demining ini-
tiative is so important.

Mr. President, | yield the floor.

Seeing nobody else seeking recogni-

tion, | suggest the absence of a
quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LEAHY. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

SUPPORT OF NOMINATION OF BILL
LANN LEE

Mr. LEAHY. Mr. President, | have
spoken many times on the floor about
the nomination of Bill Lann Lee to be
the Assistant Attorney General in
charge of the Civil Rights Division of
the U.S. Department of Justice.

Mr. Lee testified before the Judiciary
Committee. It was really the culmina-
tion of the American dream. A son of
Chinese immigrants who went from liv-
ing at the family laundry upon his fa-
ther returning from World War Il and
then on to achieving one of the highest
academic records ever, and ends up
dedicating his life to protecting the
civil rights of all Americans. At a time
when we are discussing what is happen-
ing regarding the lack of civil rights in
the country of his forbears—what a
marked contrast.

I am concerned when | hear some
Members trying to stall or defeat his
nomination. They have done it by
mischaracterizing Mr. Lee and his
record of practical problem solving.

Yesterday, my statement pointed out
that the confirmation of this son of
Chinese immigrants to be the principal
Federal law enforcement official re-
sponsible for protecting the civil rights
of all Americans would stand in sharp
contrast to the human rights practices
in China.

Some are obviously trying to stall or
defeat this nomination by
mischaracterizing Mr. Lee and his
record of practical problem solving.
Bill Lee testified that he regards
quotas as illegal and wrong, but some
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would ignore his real record of achieve-
ment and our hearing if allowed to do
so. | am confident that the vast major-
ity of the Senate and the American
people will see through the partisan
rhetoric and support Bill Lee.

Bill Lee has dedicated his career to
wide ranging work on civil rights is-
sues. He has represented poor children
who were being denied lead screening
tests, women and people of color who
were denied job opportunities and pro-
motions, neighbors in a mixed income
and mixed race community who strove
to save their homes, and parents seek-
ing a good education for their children.
Mr. Lee has developed a broad array of
supporters over the years, including
the Republican mayor of Los Angeles,
former opposing counsels, and numer-
ous others who cross race, gender and
political affiliation lines.

Senator D’AMATO spoke eloquently of
Mr. Lee’s qualifications and back-
ground while introducing him last
week. Senator WARNER wrote to the
White House in support of Mr. Lee’s
candidacy. Senators MOYNIHAN,
INOUYE, AKAKA, FEINSTEIN, and BOXER
supported Mr. Lee at his confirmation
hearing last week and Representatives
MINK, BECCERA, MATSUI, and JACKSON-
LEE all took the time to come to the
hearings to show their commitment to
this outstanding nominee.

To those who know him, Bill Lee is a
person of integrity who is well known
for resolving complex cases. He has
been involved in approximately 200
cases in his 23 years of law practice,
and he has settled all but 6 of them.
Clearly, this is strong evidence that
Mr. Lee is a problem solver and prac-
tical in his approach to the law. No one
who has taken the time to thoroughly
review his record could call him an
idealogue.

Further evidence that Mr. Lee is the
man for the job is contained in the edi-
torials from some of our country’s
leading newspapers, including the Los
Angeles Times, Boston Globe, Washing-
ton Post, and New York Times. | ask
unanimous consent to have printed in
the RECORD copies of those editorials
and articles at the conclusion of my
statement, and | also ask to be printed
in the RECORD at the conclusion of my
statement, a letter from the assistant
city attorney from Los Angeles that
corrects a misimpression that may
have been created by a letter recently
sent by NEWT GINGRICH.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

As Robert Cramer’s letter estab-
lishes, Mr. Lee neither sought to im-
pose racial or gender quota nor em-
ployed dubious means in a case in
which he, in fact, was not even active
as counsel. Mr. Cramer, a 17-year vet-
eran attorney for the city of Los Ange-
les, concludes:

Bill Lann Lee and | have sat on opposite
sides of the negotiating table over the course
of several years. Although we have disagreed
profoundly on many issues, | have through-
out the time | have known him respected
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Bill’s candor, his thorough preparation, his
sense of ethical behavior, and his ability to
bring persons holding diverse views into
agreement. He would, in my view, be an out-
standing public servant and a worthy addi-
tion to the Department of Justice.

When confirmed, Bill Lee will be the
first Asian-American to hold such a
senior position at the Department of
Justice. | am sure that any fairminded
review will yield the inescapable con-
clusion that no finer nominee could be
found for this important post and that
Bill Lee ought to be confirmed without
delay. | look forward to the Judiciary
Committee voting on this nomination
next week and am hopeful that Mr. Lee
will be confirmed before the Senate ad-
journs.

EXHIBIT 1

[From the Los Angeles Times, Oct. 20, 1997]
FINE CHOICE FOR U.S. RIGHTS POST—L.A. AT-

TORNEY SHOULD BE CONFIRMED BY THE SEN-

ATE WITHOUT DELAY

Los Angeles civil rights attorney Bill Lann
Lee is a smart, pragmatic consensus builder
who has proven himself in fighting discrimi-
nation based on race, national origin, gen-
der, age or disability. He has the expertise,
the experience and the temperament to head
the Justice Department’s civil rights divi-
sion. This nomination should be a slam dunk
for the Senate. Instead it has become a par-
tisan referendum on President Clinton’s con-
tinued support for some form of affirmative
action.

If confirmed, Lee, the western regional
counsel of the NAACP Legal Defense Fund,
would become the first Asian American to
manage the 250-lawyer division. He would be
well positioned to broaden civil rights en-
forcement to accommodate the nation’s
multicultural dynamics.

Some Republicans are seizing on Lee’s op-
position to Proposition 209, the anti-affirma-
tive action ballot measure approved last No-
vember by California voters. But what else
might be expected from a veteran civil rights
lawyer? And during his confirmation hearing
he promised to abide by the law of the land,
which awaits a Supreme Court ruling on the
constitutionality of Proposition 209.

Nominees to the federal civil rights post do
often run into political trouble. During the
Reagan administration, a Democratic major-
ity blocked the promotion of Bradford Reyn-
olds, who opposed busing and other tradi-
tional civil rights remedies. A Bush nomi-
nee, William Lucas, was blocked on similar
grounds. Clinton’s first choice, Lani Guinier,
hit a wall of GOP rejection. Later, Deval
Patrick was confirmed; he resigned in Janu-
ary.

Conservatives should love Lee. The son of
poor Chinese immigrants who owned a hand
laundry in Harlem, Lee made it on merit. He
graduated with high honors from Yale and
Columbia University Law School and could
have enriched himself in private practice. In-
stead, he has spent 23 years in civil rights
law.

Even legal adversaries admire him. Mayor
Richard Riordan, a Republican, was on the
other side when the NAACP Legal Defense
Fund accused the MTA of providing inferior
service to poor, inner-city bus riders. Lee
built a strong case, then negotiated a settle-
ment that saved the city substantial legal
fees while still achieving more equitable
transportation in Southern California. Rior-
dan praised Lee for ‘““practical leadership and
expertise’”’ that eschewed divisive politics.

Bill Lee is well qualified to become assist-
ant attorney general for civil rights and his
nomination should be approved now.
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[From the Boston Globe, Aug. 27, 1997]
JUSTICE FOR BILL LANN LEE

Bill Lann Lee is being unjustly booed.
President Clinton wants Lee to be the next
assistant attorney general in charge of the
Justice Department’s civil rights division,
but critics are branding Lee an extremist.

Such name-calling is a waste. Lee, a 48-
year-old Asian-American, isn’t a subversive.
He’s western regional counsel for the NAACP
Legal Defense and Educational Fund. But
that worries Clint Bolick. The director of
litigation at the Institute for Justice, a con-
servative Washington public interest law
firm, Bolick argues that Lee’s organization
doesn’t reflect mainstream thinking on civil
rights. And Senator Orrin Hatch has said
he’ll search to see whether Lee favors
quotas.

The NAACP Legal Defense Fund isn’'t a
fringe group. It’'s the organization that
brought America Brown v. Board of Edu-
cation, the 1954 Supreme Court ruling that
outlawed segregation in the public schools.

As for Lee, even past legal opponents call
him a pragmatic problem-solver. One exam-
ple is a 1994 federal civil rights class-action
suit against the Los Angeles County Metro-
politan Transportation Authority. The suit
charged that resources were unfairly distrib-
uted: The suburbs were overserved; the inner
city was underserved. Lee focused on solving
the transportation problem instead of pun-
ishing the transportation system. The re-
sulting settlement will be worth an esti-
mated $1 billion over 10 years to Los Angeles
bus riders.

Lee’s career is a crucial reminder that the
country can’t let the word ‘“‘quota’ scare it
away from addressing racial injustice. He is
part of the Legal Defense Fund’s tradition of
tackling important but unpopular issues, in-
cluding environmental racism, police brutal-
ity, and housing. And ultimately, it isn’t
lawyers who create change, explains Theo-
dore Shaw, associate director and counsel for
the Defense Fund: they only create a window
of opportunity in which change can happen—
if communities follow through. As the Sen-
ate scrutinizes Lee, it ought to see the mer-
its of his record, one of asking everyone—
plaintiffs and defendants alike—to remedy
injustice.

[From the Washington Post, Oct. 24, 1997]

THE LEE NOMINATION

In July, the president nominated Bill Lann
Lee, western regional counsel for the NAACP
Legal Defense and Educational Fund, to be
assistant attorney general for civil rights.
The post had then been vacant for half a
year. On Wednesday, Mr. Lee had his con-
firmation hearing. The nomination now
should be approved.

The choice of Mr. Lee has drawn some lim-
ited opposition, as civil rights nominations
by either party almost always seem to do
these days. In this case, however, even oppo-
nents, some of them, have acknowledged
that, from a professional standpoint, Mr. Lee
is qualified. The issue is not his professional
competence. The objection is rather to the
views of civil rights that he shares with the
president, and which, in the view of the crit-
ics, should disqualify him.

Mr. Lee’s views appear to us to be well in-
side the bounds of accepted jurisprudence. He
is an advocate of affirmative action, as you
would expect of someone who has spent his
entire professional career—23 years—as a
civil rights litigator. The president has like-
wise generally been a defender of such poli-
cies against strong political pressures to the
contrary. But Mr. Lee himself observed that
the assistant attorney general takes an oath
to uphold the law as set forth by the courts,
and so he would. The range of discretion in
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a job such as this is almost always less than
the surrounding rhetoric suggests.

Mr. Lee over his career has brought a con-
siderable number of lawsuits in behalf of
groups claiming they were discriminated
against, and has sought and won resolutions
aimed at making the groups whole, somehow
defined. It is that kind of group resolution of
such disputes that some people object to, on
grounds that the whole object of the exercise
should be to avoid labeling and treating peo-
ple as members of racial and other such
groups. There is surely some reason for the
discomfort this group categorizing gen-
erates. But the courts themselves continue
to uphold such actions in limited cir-
cumstances. And Mr. Lee has won a reputa-
tion for resolving such cases sensibly. Los
Angeles’s Republican Mayor Richard Rior-
dan is one who supports the nomination.
“Mr. Lee first became known to me as oppos-
ing counsel in an important civil rights case
concerning poor bus riders in Los Angeles,”
he has written. “The work of my opponents
rarely evokes my praises, but the negotia-
tions could not have concluded successfully
without Mr. Lee’s practical leadership and
expertise. . . . Mr. Lee has practiced main-
stream civil rights law.”

There are lots of legitimate issues to be ar-
gued about in connection with civil rights
law. Mr. Lee’s nomination is not the right
vehicle for resolving them. Senators, includ-
ing some who no doubt disagree with some of
his views, complain with cause about the
continuing vacancies in high places at the
Justice Department. This is one they should
fill before they go home.

[From the New York Times, Oct. 29, 1997]
A CHIEF FOR CIVIL RIGHTS

The important post of Assistant Attorney
General for Civil Rights has been vacant for
nearly a year, sending the wrong message
about the nation’s commitment to enforce
anti-discrimination laws. President Clinton
deserves much of the blame. After the last
rights chief resigned, he waited seven
months before nominating Bill Lann Lee in
July. But the Senate, too, has been slow to
move.

Mr. Lee, currently the Western Regional
Counsel for the NAACP Legal Defense and
Educational Fund Inc., is a respected civil
rights attorney whose efforts to reach prac-
tical solutions and build coalitions across ra-
cial and ethnic lines have earned praise even
from his legal adversaries. He will bring a
constructive and conciliatory voice to the
national dialogue on race and affirmative ac-
tion.

The opposition to Mr. Lee arises largely
from resentment among various senators
over the Administration’s support for some
affirmative action programs. There have also
been attempts to portray Mr. Lee and the
venerable civil rights organization for which
he works as out of the civil rights ‘“‘main-
stream.”” This is a gross misrepresentation.

Mr. Lee was enthusiastically introduced to
the Senate Judiciary Committee last week
by New York’s Republican Senator, Alfonse
D’Amato. With the Senate poised to adjourn
in early November, the committee should
move quickly to approve Mr. Lee when it
meets tomorrow. A delay is likely to kill his
confirmation chances until next year.

OFFICE OF THE CITY ATTORNEY,
Los Angeles, CA, October 29, 1997.
Hon. TRENT LOTT,
Senate Majority Leader, S-230, The Capitol,
Washington, DC.
Re. Bill Lann Lee Confirmation.

DEAR MR. MAJORITY LEADER: As an Assist-
ant City Attorney for the City of Los Ange-
les—and opposing counsel to Bill Lann Lee
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in recent federal civil rights litigation—I
read with concern the October 27 letter to
you from the Speaker of the House of Rep-
resentatives. | believe the Speaker has been
misinformed about many of the facts set out
in that letter, and therefore the conclusions
he reaches about Mr. Lee’s fitness for public
office, and in particular for the position of
Assistant Attorney General for Civil Rights,
are unwarranted.

The Speaker’s letter begins by asserting
that Mr. Lee ‘“‘attempted to force through a
consent decree mandating racial and gender
preferences in the Los Angeles Police De-
partment.” This assertion is erroneous. In
the course of representing the City of Los
Angeles, | have for the past seventeen years
monitored the City’s compliance with con-
sent decrees affecting the hiring, promotion,
advancement, and assignment of sworn po-
lice officers. | have negotiated on the City’s
behalf two of those decrees. Of those two,
Mr. Lee was opposing counsel on the first,
and was associated with opposing counsel on
the second. None of these decrees mandates
the use of racial or gender preferences. In
fact, each of them contains provisions for-
bidding the use of such preferences.

For the same reasons, the Speaker’s state-
ment that the use of racial and gender pref-
erences ‘“‘would have been a back-door
thwarting of the will of the people of Califor-
nia with regard to Proposition 209 (the Cali-
fornia Civil Rights Initiative)” is inapposite.
Because the decrees with which Mr. Lee was
associated do not call for racial or gender
preferences, and in fact forbid them, these
decrees do not violate the requirements or
the intent of Proposition 209.

Of particular concern to me is the Speak-
er’s reference to ‘‘the allegation that Mr. Lee
apparently employed dubious means to try
to circumscribe the will of the judge in the
case.”” This allegation is wholly untrue. The
case being referred to is presently in litiga-
tion in the district court. Mr. Lee was not at
any time a named counsel in the case, but
was associated with opposing counsel be-
cause of his involvement in the negotiation
of a related consent decree. Neither Mr. Lee
nor any opposing counsel attempted in any
fashion to thwart the will of the judge super-
vising the litigation. The matter had been
referred by the court to a magistrate judge
appointed by the court to assist in the reso-
lution of the case. Each counsel had advised
the district judge at all points about the
progress of the matter. Upon reconsider-
ation, the district judge elected to assert di-
rect control over the litigation. Nothing in
Mr. Lee’s conduct reflected any violation of
the court’s rules, either in fact or by appear-
ance.

Bill Lann Lee and | have sat on opposite
sides of the negotiating table over the course
of several years. Although we have disagreed
profoundly on many issues, | have through-
out the time | have known him respected
Bill’s candor, his thorough preparation, his
sense of ethical behavior, and his ability to
bring persons holding diverse views into
agreement. He would, in my view, be an out-
standing public servant and a worthy addi-
tion to the Department of Justice.

Very truly yours,
ROBERT CRAMER,
Assistant City Attorney.

Mr. LEAHY. Mr. President, | suggest
the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BYRD. Mr. President, | ask unan-
imous consent that the order for the
quorum call be rescinded.

The
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The PRESIDING OFFICER. Without
objection, it is so ordered.

ANALYSIS OF DOMENICI-CHAFEE
“DEAR COLLEAGUE” LETTER RE-
GARDING ISTEA REAUTHORIZA-
TION

Mr. BYRD. Mr. President, earlier this
week, Senators received a ‘‘Dear Col-
league” letter and accompanying ma-
terial from my friends and colleagues,
Senators CHAFEE and DoMENICI. This
letter included several representations
regarding the substance and effect of
the Byrd-Gramm-Baucus-Warner
amendment in comparison to that of
the Chafee-Domenici amendment to S.
1173, the ISTEA reauthorization bill.

I have already addressed a number of
these issues on the floor over the last
two days. However, | thought it would
be valuable for Senators to review a
memorandum that evaluates in detail
the representations made by Senators
CHAFEE and DoMENICI in their ‘“‘Dear
Colleague” letter. This analysis was
prepared by Dr. William Buechner, Di-
rector of Economics and Research at
the American Road and Transportation
Builders Association.

I therefore ask unanimous consent
that Dr. Buechner’s analysis be printed
in the RECORD at this point, and | hope
all Members will carefully review this
material and become cosponsors of the
Byrd-Gramm-Baucus-Warner  amend-
ment.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

Memorandum
To: Senate Transportation & Budget LA’s
From: Dr. William Buechner, Director of Ec-
onomics & Research American Road &
Transportation Builders Association
Date: October 29, 1997
Re: Dear Colleague by Senators Domenici
and Chafee on Byrd-Gramm-Baucus-War-
ner Amendment to S. 1173 (ISTERA I1)

Yesterday, you received a dear colleague
letter from Senators Domenici and Chafee
claiming that forty-three states would lose
highway money under the Byrd-Gramm-Bau-
cus-Warner Amendment to S. 1173. This
claim was made on the basis of tables and
charts prepared by the U.S. Department of
Transportation under instructions from the
Environment and Public Works Committee.
A front page article on this memorandum ap-
peared in the October 28 edition of Congress
Daily A.M., which gives the Domenici-Chafee
analysis the illusion of accuracy and author-
ity.

DON’T BE MISLED

The purpose of the Domenici-Chafee dear
colleague letter is to obscure the fact that
the Byrd-Gramm-Baucus-Warner amendment
will provide $28 billion more for highways
during the next five years than ISTEA Il as
reported, while the proposed Domenici-
Chafee amendment will not. Nonetheless, the
letter suggests that it is appropriate to com-
pare the two proposals as though both pro-
vide the same amount of funding. This cre-
ates the impression that some states would
receive less under Byrd-Gramm-Baucus-War-
ner than under Domenici-Chafee. Here are
the facts:

The Byrd-Gramm-Baucus-Warner amend-
ment authorizes an increase in formula fund-
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ing for highway programs of about $28 billion
over the five-year period FY 1999-2003, to be
distributed among the states based on the
precise distribution formula in the commit-
tee bill. Since the program authorization
levels in ISTEA |11 will put an upper limit on
the amount Congress can spend on highway
during the next six years, the only way to in-
crease highway spending is to increase the
amounts authorized in ISTEA Il, which is
precisely what the Byrd-Gramm-Baucus-
Warner amendment does. The implication of
the Domenici-Chafee dear colleague letter
that the Byrd-Gramm-Baucus-Warner
amendment provides no more funding than
ISTEA 1l as reported is simply wrong and
completely misrepresents the intent of the
amendment.

The Domenici-Chafee approach would lock
the highway program into the inadequate
authorization levels currently specified in
ISTEA 1l in exchange for a procedure by
which Congress could add more money at
some future time if it so wishes. This pig-in-
a-poke asks the American people to give up
the higher authorizations for highways pro-
vided in Byrd-Gramm-Baucus-Warner for the
hope that Congress might deliver the equiva-
lent at some future date. Of course, Congress
will still have to pass higher obligation limi-
tations and appropriations under either ap-
proach, but the Byrd-Gramm-Baucus-Warner
amendment lets us lock in the necessary au-
thorization level today.

The Byrd-Gramm-Baucus-Warner amend-
ment also authorizes additional spending for
the Appalachian Highway Development Sys-
tem and changes most of the funding for the
Border Corridor program from a general fund
authorization into contract authority. The
Environment and Public Works Committee-
directed table assumes that funds for these
initiatives would be paid ‘‘off the top”” and
implies that states would have to give up
money from other highway programs no
matter what level is appropriated for the
highway program. In fact, the authorization
for these programs in the Byrd-Gramm-Bau-
cus-Warner amendment are fully subject to
any annual obligation limitation as are
other highway programs. Moreover, these
programs would be funded in the same pro-
portion as other programs in the bill.

In truth, the Byrd-Gramm-Baucus-Warner
amendment provides an increase in author-
ization for all of the highway programs in
ISTEA 11 in the same proportion as provided
for in the underlying bill. As the annual
level of appropriations rise, the funds avail-
able for all states will rise with it. You can-
not compare the state-by-state allocations
under Byrd-Gramm-Baucus-Warner versus
Domenici-Chafee at the same level of spend-
ing, as the dear colleague letter attempts,
because the two do not provide the same
level of spending. Instead, the appropriate
comparison would pit the fully-funded Byrd-
Gramm-Baucus-Warner against the anemic
level of funding under Domenici-Chafee, in
which case every state wins and wins big
under the Byrd-Gramm-Baucus-Warner
amendment. The Byrd-Gramm-Baucus-War-
ner amendment will make it possible to use
the revenues from the recent transfer of the
4.3 cents per gallon of the Federal gasoline
tax previously used for deficit reduction into
the Highway Trust Fund to provide author-
ization for more than $5 billion per year in
new funds to allocate among all the states
for highway investment.

In truth, every state stands to receive sub-
stantially more under the Byrd-Gramm-Bau-
cus-Warner amendment than under ISTEA 11
as reported. These additional funds are criti-
cal to meet our nation’s transportation
needs.

I would be happy to discuss this with you
if you have questions. | can be reached at
202-289-4434.
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ADDITIONAL COSPONSOR—S. 1173

Mr. BYRD. Mr. President, | ask unan-
imous consent that the name of Mr.
DASCHLE be added as a cosponsor to
amendment No. 1397, the Byrd-Gramm-
Baucus-Warner amendment to S. 1173,
the ISTEA reauthorization bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BYRD. Mr. President, | yield the
floor and suggest the absence of a
quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. JEFFORDS. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The

EMERGENCY STUDENT LOAN
CONSOLIDATION ACT OF 1997

Mr. JEFFORDS. Mr. President, |
want to bring to the attention of my
colleagues an important matter, which
| hope can receive consideration before
we leave this fall.

Last week, the Senate Committee on
Labor and Human Resources unani-
mously reported out a bill, S. 1294, the
Emergency Student Loan Consolida-
tion Act of 1997. This measure is a mod-
est, but extremely important, effort de-
signed to assist students attempting to
finance their higher education.

The measure enjoys broad bipartisan
support. The House companion bill,
H.R. 2335, was approved by a vote of 43
to 0 by the House Committee on Edu-
cation and the Workforce. This meas-
ure, with language identical to S. 1294,
as reported by the Labor Committee,
was subsequently approved by the full
House under suspension by voice vote.
It has also been endorsed by national
associations representing students and
institutions of higher education.

I ask unanimous consent that a let-
ter from Dr. Stanley O. lkenberry,
president of the American Council on
Education, be printed in the RECORD
following my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. JEFFORDS. Mr. President, the
House measure is now being held at the
desk and is available for immediate ac-
tion by the Senate. It has been cleared
on the Republican side of the aisle. Un-
fortunately, due to objections from the
other side of the aisle, we are unable to
consider it.

I want to take this opportunity to
discuss the provisions of this legisla-
tion and the need to move expedi-
tiously on it. This legislation does two
things:

First, it permits individuals to con-
solidate all their student loans—both
Federal Direct Loan Program [FDLP]
loans and Federal Family Education
Loan Program [FFELP] loans—into a
FFELP consolidation loan. Under cur-
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rent law, students who have both direct
and guaranteed loans may only con-
solidate them into an FDLP consolida-
tion loan administered by the Depart-
ment of Education.

The problem is that FDLP consolida-
tion is not an option right now. Since
August 26, the Department has sus-
pended its consolidation program in an
effort to deal with the backlog of 84,000
applications which had piled up prior
to that time.

Second, it assures that students and
their parents will enjoy the full bene-
fits of the educational tax credits con-
tained within the Taxpayer Relief Act
of 1997 by excluding these tax credits
from consideration when student finan-
cial need is being assessed.

Let me talk for a moment about why
it is important to offer a loan consoli-
dation option to those students who,
right now, have nowhere to turn. The
student loan consolidation program al-
lows students to consolidate multiple
student loans into a single loan that
has several repayment options. The
benefits of consolidation include the
convenience of making a single month-
ly loan payment. In addition, the re-
payment options can reduce monthly
payments. For many young families,
these loans reduce their monthly pay-
ments enough to allow them to qualify
for a mortgage for their first home.

In my view, we need to make every
possible effort to assure that consolida-
tion is a benefit to students—not just
another obstacle course. A New York
Times article about the series of prob-
lems which has plagued the FDLP con-
solidation program operated by the De-
partment of Education under contract
with Electronic Data Systems Corp.
brings to life the individuals whom this
legislation is trying to help.

Consider the following account re-
garding Shannan Elmore:

It seemed like a simple enough thing to do:
consolidate 10 different Government-spon-
sored college loans due over 10 years into one
jumbo loan payable over 25, slashing the
monthly payment to $350 from $448. That was
one of the last things standing between
Shannan Elmore and mortgage approval for
the house—the one whose concrete founda-
tion her husband had proposed in front of—
that she wanted to build near Boulder, CO.
But Mrs. Elmore, a 30-year-old chemist who
graduated in May 1996 with a master’s degree
and $43,000 of debt, said it took eight months
for the Electronic Data Systems Corporation
to do the paperwork—far too long to satisfy
the mortgage lender. During those months,
Mrs. Elmore said, she called frequently only
to be put on hold—for as long as 45 minutes—
and received one promissory note missing
the very page her lender needed to see. She
said she was still trying to clear up a loan
that E.D.S. thinks it paid off twice and for
which it is double-billing her. The Elmores
eventually qualified for a mortgage, but for
a different house.

Mr. President, | ask unanimous con-
sent that the full text of the article,
which appeared in the New York Times
on October 1, 1997, appear in the
RECORD following my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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(See exhibit 2.)

Mr. JEFFORDS. Mr. President, De-
partment of Education officials have
been working diligently to resolve the
problems with the consolidation pro-
gram and have indicated that it will re-
open by December 1. | believe we would
all welcome seeing the program back
on its feet. In the meantime, we need
to give students another option right
now.

We also need to help alleviate the
pressure on the direct consolidation
loan program which will inevitably
occur when it reopens—only to face the
pent-up demand built up over a 3-
month period. Prior to the shutdown,
applications were running approxi-
mately 12,000 per month.

This legislation is intended to pro-
vide immediate relief to students and
is designed specifically for that pur-
pose. It modifies the current FFELP
consolidation program to assure that
loan subsidies are maintained, to pro-
vide for the same interest rate in effect
for FDLP consolidation loans, and to
protect borrowers against discrimina-
tion.

The bill does not, nor is it intended
to, address every issue which has been
raised with respect to the loan consoli-
dation provisions of the Higher Edu-
cation Act. In anticipation that these
issues would be fully debated and ad-
dressed in next year’s reauthorization
of the act, the consolidation provisions
of this legislation will expire on Octo-
ber 1, 1998.

Finally, this legislation also includes
important provisions dealing with the
calculation of student aid under the
Higher Education Act.

The Taxpayer Relief Act of 1997 con-
tained two educational tax credits de-
signed to help students and their fami-
lies pay for the rising cost of higher
education. Under current law, the need
analysis formula will consider students
and their parents who receive the tax
credit as having greater resources to
pay for college, thereby reducing their
eligibility for student financial aid. As
a result, students and their families
will find their financial aid reduced
and that the amount they expended for
higher education remained relatively
unchanged by the educational tax cred-
its.

If the change in the need analysis
formula included in this legislation is
not made, approximately 69,000 individ-
uals will lose an estimated $120 million
in student financial aid.

| do not believe that this needed re-
lief for students should be further de-
layed, and | urge my colleagues to
withdraw their objections so we can
get this measure to the President.

Mr. President, | want to just please
urge those who are opposing the con-
sideration of this bill to at least take
the time to fully understand the rami-
fications of their failure to allow th